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$EVWUDFW�

7KH SURFHVV WKDW KDV FRPH WR EH NQRZQ DV �JOREDOL]DWLRQ� LV H[SRVLQJ D GHHS IDXOW OLQH
EHWZHHQ JURXSV ZKR KDYH WKH VNLOOV DQG PRELOLW\ WR IORXULVK LQ JOREDO PDUNHWV DQG WKRVH
ZKR HLWKHU GR QRW KDYH WKHVH DGYDQWDJHV RU SHUFHLYH WKH H[SDQVLRQ RI XQUHJXODWHG
PDUNHWV DV LQLPLFDO WR VRFLDO VWDELOLW\ DQG GHHSO\ KHOG QRUPV� 7KH UHVXOW LV VHYHUH WHQVLRQ

EHWZHHQ WKH PDUNHW DQG VRFLDO JURXSV VXFK DV ZRUNHUV� SHQVLRQHUV� DQG
HQYLURQPHQWDOLVWV� ZLWK JRYHUQPHQWV VWXFN LQ WKH PLGGOH� 7KH PRVW VHULRXV FKDOOHQJH IRU
WKH ZRUOG HFRQRP\ LQ WKH \HDUV DKHDG OLHV LQ PDNLQJ JOREDOL]DWLRQ FRPSDWLEOH ZLWK

GRPHVWLF VRFLDO DQG SROLWLFDO VWDELOLW\ � RU WR SXW LW HYHQ PRUH GLUHFWO\� LQ HQVXULQJ WKDW

LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ GRHV QRW FRQWULEXWH WR GRPHVWLF VRFLDO GLVLQWHJUDWLRQ�

)XOO 7H[W�

&RS\ULJKW 8QLYHUVLW\ RI &DOLIRUQLD� :DOWHU $� +DDV 6FKRRO RI %XVLQHVV 6SULQJ ����

/DERU VWULNHV LQ )UDQFH DW WKH HQG RI ����� ZKLFK ZHUH DLPHG DW UHYHUVLQJ WKH )UHQFK
JRYHUQPHQW
V HIIRUWV WR EULQJ LWV EXGJHW LQ OLQH ZLWK WKH 0DDVWULFKW FULWHULD� WKUHZ WKH
FRXQWU\ LQWR LWV ZRUVW FULVLV VLQFH ����� $URXQG WKH VDPH WLPH LQ WKH 8QLWHG 6WDWHV� D

SURPLQHQW 5HSXEOLFDQ ZDV UXQQLQJ D YLJRURXV FDPSDLJQ IRU WKH SUHVLGHQF\ RQ D SODQN RI
HFRQRPLF QDWLRQDOLVP� SURPLVLQJ WR HUHFW WUDGH EDUULHUV DQG WRXJKHU UHVWULFWLRQV RQ

LPPLJUDWLRQ� ,Q WKH FRXQWULHV RI (DVWHUQ (XURSH DQG LQ 5XVVLD� IRUPHU FRPPXQLVWV KDYH
ZRQ PRVW RI WKH SDUOLDPHQWDU\ HOHFWLRQV KHOG VLQFH WKH IDOO RI WKH %HUOLQ :DOO� DQG
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FRPPXQLVW FDQGLGDWH *HQQDG\ =\XJDQRY JDUQHUHG �� SHUFHQW RI WKH YRWH LQ WKH VHFRQG
URXQG RI WKH 5XVVLDQ SUHVLGHQWLDO HOHFWLRQ KHOG LQ -XO\ �����

7KHVH DSSDUHQWO\ GLVSDUDWH GHYHORSPHQWV KDYH RQH FRPPRQ HOHPHQW� WKH LQWHUQDWLRQDO
LQWHJUDWLRQ RI PDUNHWV IRU JRRGV� VHUYLFHV� DQG FDSLWDO LV SUHVVXULQJ VRFLHWLHV WR DOWHU WKHLU
WUDGLWLRQDO SUDFWLFHV� DQG LQ UHWXUQ EURDG VHJPHQWV RI WKHVH VRFLHWLHV DUH SXWWLQJ XS D
ILJKW�
 7KH SUHVVXUHV IRU FKDQJH DUH WDQJLEOH DQG DIIHFW DOO VRFLHWLHV� ,Q -DSDQ� ODUJH
FRUSRUDWLRQV KDYH VWDUWHG WR GLVPDQWOH WKH SRVWZDU SUDFWLFH RI OLIHWLPH HPSOR\PHQW� RQH
RI -DSDQ
V PRVW GLVWLQFWLYH VRFLDO LQVWLWXWLRQV� ,Q *HUPDQ\� WKH IHGHUDO JRYHUQPHQW KDV
EHHQ ILJKWLQJ XQLRQ RSSRVLWLRQ WR FXWV RQ SHQVLRQ EHQHILWV DLPHG DW LPSURYLQJ
FRPSHWLWLYHQHVV DQG EDODQFLQJ WKH EXGJHW� ,Q 6RXWK .RUHD� WUDGH XQLRQV KDYH JRQH RQ

QDWLRQZLGH VWULNHV WR SURWHVW QHZ OHJLVODWLRQ PDNLQJ LW HDVLHU IRU ILUPV WR OD\ RII ZRUNHUV�
'HYHORSLQJ FRXQWULHV LQ /DWLQ $PHULFD KDYH EHHQ FRPSHWLQJ ZLWK HDFK RWKHU LQ RSHQLQJ

XS WR WUDGH� GHUHJXODWLQJ WKHLU HFRQRPLHV� DQG SULYDWL]LQJ SXEOLF HQWHUSULVHV� $VN EXVLQHVV

H[HFXWLYHV RU JRYHUQPHQW RIILFLDOV ZK\ WKHVH FKDQJHV DUH QHFHVVDU\� DQG \RX ZLOO KHDU WKH
VDPH PDQWUD UHSHDWHGO\� �:H QHHG WR UHPDLQ �RU EHFRPH� FRPSHWLWLYH LQ D JOREDO

HFRQRP\��

7KH RSSRVLWLRQ WR WKHVH FKDQJHV LV QR OHVV WDQJLEOH DQG VRPHWLPHV PDNHV IRU VWUDQJH
EHGIHOORZV� /DERU XQLRQV GHFU\LQJ XQIDLU FRPSHWLWLRQ IURP XQGHUDJH ZRUNHUV RYHUVHDV
DQG HQYLURQPHQWDOLVWV DUH MRLQHG E\ ELOOLRQDLUH EXVLQHVVPHQ 5RVV 3HURW DQG 6LU -DPHV
*ROGVPLWK LQ UDLOLQJ DJDLQVW WKH 1RUWK $PHULFDQ )UHH 7UDGH $JUHHPHQW �1$)7$� DQG WKH

:RUOG 7UDGH 2UJDQL]DWLRQ �:72�� ,Q WKH 8QLWHG 6WDWHV� SHUKDSV WKH PRVW IUHH�PDUNHW�
RULHQWHG RI DGYDQFHG LQGXVWULDO VRFLHWLHV� WKH SKLORVRSKLFDO IRXQGDWLRQV RI WKH FODVVLFDO
OLEHUDO VWDWH KDYH FRPH XQGHU DWWDFN QRW RQO\ IURP WUDGLWLRQDO SURWHFWLRQLVWV EXW DOVR IURP
WKH QHZ FRPPXQLWDULDQ PRYHPHQW� ZKLFK HPSKDVL]HV PRUDO DQG FLYLF YLUWXH DQG LV

LQKHUHQWO\ VXVSLFLRXV RI WKH H[SDQVLRQ RI PDUNHWV��

7KH SURFHVV WKDW KDV FRPH WR EH FDOOHG �JOREDOL]DWLRQ� LV H[SRVLQJ D GHHS IDXOW OLQH
EHWZHHQ JURXSV ZKR KDYH WKH VNLOOV DQG PRELOLW\ WR IORXULVK LQ JOREDO PDUNHWV DQG WKRVH
ZKR HLWKHU GRQ
W KDYH WKHVH DGYDQWDJHV RU SHUFHLYH WKH H[SDQVLRQ RI XQUHJXODWHG PDUNHWV
DV LQLPLFDO WR VRFLDO VWDELOLW\ DQG GHHSO\ KHOG QRUPV� 7KH UHVXOW LV VHYHUH WHQVLRQ EHWZHHQ
WKH PDUNHW DQG VRFLDO JURXSV VXFK DV ZRUNHUV� SHQVLRQHUV� DQG HQYLURQPHQWDOLVWV� ZLWK
JRYHUQPHQWV VWXFN LQ WKH PLGGOH��

7KLV DUWLFOH DUJXHV WKDW WKH PRVW VHULRXV FKDOOHQJH IRU WKH ZRUOG HFRQRP\ LQ WKH \HDUV
DKHDG OLHV LQ PDNLQJ JOREDOL]DWLRQ FRPSDWLEOH ZLWK GRPHVWLF VRFLDO DQG SROLWLFDO VWDELOLW\�
RU WR SXW LW HYHQ PRUH GLUHFWO\� LQ HQVXULQJ WKDW LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ GRHV
QRW FRQWULEXWH WR GRPHVWLF VRFLDO GLVLQWHJUDWLRQ� $WWXQHG WR WKH DQ[LHWLHV RI WKHLU YRWHUV�
SROLWLFLDQV LQ WKH DGYDQFHG LQGXVWULDO FRXQWULHV DUH ZHOO DZDUH WKDW DOO LV QRW ZHOO ZLWK
JOREDOL]DWLRQ� 7KH /\RQ VXPPLW RI WKH *URXS RI 6HYHQ� KHOG LQ -XQH ����� JDYH WKH LVVXH
FHQWUDO ELOOLQJ� LWV FRPPXQLTXH ZDV WLWOHG �0DNLQJ D 6XFFHVV RI *OREDOL]DWLRQ IRU WKH
%HQHILW RI $OO�� 7KH FRPPXQLTXH RSHQHG ZLWK D GLVFXVVLRQ RI JOREDOL]DWLRQ�LWV FKDOOHQJHV
DV ZHOO DV LWV EHQHILWV� 7KH OHDGHUV UHFRJQL]HG WKDW JOREDOL]DWLRQ UDLVHV GLIILFXOWLHV IRU
FHUWDLQ JURXSV� DQG WKH\ ZURWH�
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,Q DQ LQFUHDVLQJO\ LQWHUGHSHQGHQW ZRUOG ZH PXVW DOO UHFRJQL]H WKDW ZH KDYH DQ LQWHUHVW LQ

VSUHDGLQJ WKH EHQHILWV RI HFRQRPLF JURZWK DV ZLGHO\ DV SRVVLEOH DQG LQ GLPLQLVKLQJ WKH
ULVN HLWKHU RI H[FOXGLQJ LQGLYLGXDOV RU JURXSV LQ RXU RZQ HFRQRPLHV RU RI H[FOXGLQJ FHUWDLQ
FRXQWULHV RU UHJLRQV IURP WKH EHQHILWV RI JOREDOL]DWLRQ�

%XW KRZ DUH WKHVH REMHFWLYHV WR EH PHW"

$Q DGHTXDWH SROLF\ UHVSRQVH UHTXLUHV DQ XQGHUVWDQGLQJ RI WKH VRXUFHV RI WKH WHQVLRQV
JHQHUDWHG E\ JOREDOL]DWLRQ� :LWKRXW VXFK DQ XQGHUVWDQGLQJ� WKH UHDFWLRQV DUH OLNHO\ WR EH
RI WZR NLQGV� 2QH LV RI WKH NQHH�MHUN W\SH� ZLWK SURSRVHG FXUHV ZRUVH WKDQ WKH GLVHDVH�
6XFK FHUWDLQO\ LV WKH FDVH ZLWK EODQNHW SURWHFWLRQLVP D OD 3DWULFN %XFKDQDQ RU WKH DEROLWLRQ

RI WKH :72 D OD 6LU -DPHV *ROGVPLWK� ,QGHHG� PXFK RI ZKDW SDVVHV DV DQDO\VLV �IROORZHG
E\ FRQGHPQDWLRQ� RI LQWHUQDWLRQDO WUDGH LV EDVHG RQ IDXOW\ ORJLF DQG PLVOHDGLQJ HPSLULFV��
7R SDUDSKUDVH 3DXO 6DPXHOVRQ� WKHUH LV QR EHWWHU SURRI WKDW WKH SULQFLSOH RI FRPSDUDWLYH
DGYDQWDJH LV WKH RQO\ SURSRVLWLRQ LQ HFRQRPLFV WKDW LV DW RQFH WUXH DQG QRQWULYLDO WKDQ WKH

ORQJ KLVWRU\ RI PLVXQGHUVWDQGLQJ WKDW KDV DWWDFKHG WR WKH FRQVHTXHQFHV RI WUDGH� 7KH
SUREOHPV� ZKLOH UHDO� DUH PRUH VXEWOH WKDQ WKH WHUPLQRORJ\ WKDW KDV FRPH WR GRPLQDWH WKH

GHEDWH� VXFK DV �ORZ�ZDJH FRPSHWLWLRQ�� RU �OHYHOLQJ WKH SOD\LQJ ILHOG�� RU �UDFH WR WKH
ERWWRP�� &RQVHTXHQWO\� WKH\ UHTXLUH QXDQFHG DQG LPDJLQDWLYH VROXWLRQV�

7KH RWKHU SRVVLEOH UHVSRQVH� DQG WKH RQH WKDW SHUKDSV EHVW FKDUDFWHUL]HV WKH DWWLWXGH RI
PXFK RI WKH HFRQRPLFV DQG SROLF\ FRPPXQLW\� LV WR GRZQSOD\ WKH SUREOHP� (FRQRPLVWV

VWDQGDUG DSSURDFK WR JOREDOL]DWLRQ LV WR HPSKDVL]H WKH EHQHILWV RI WKH IUHH IORZ RI JRRGV�
FDSLWDO� DQG LGHDV DQG WR RYHUORRN WKH VRFLDO WHQVLRQV WKDW PD\ UHVXOW�� $ FRPPRQ YLHZ LV

WKDW WKH FRPSODLQWV RI QRQJRYHUQPHQWDO RUJDQL]DWLRQV RU ODERU DGYRFDWHV UHSUHVHQW
QRWKLQJ EXW ROG SURWHFWLRQLVW ZLQH LQ QHZ ERWWOHV� 5HFHQW UHVHDUFK RQ WUDGH DQG ZDJHV

JLYHV VWUHQJWK WR WKLV YLHZ� WKH DYDLODEOH HPSLULFDO HYLGHQFH VXJJHVWV WKDW WUDGH KDV SOD\HG

D VRPHZKDW PLQRU UROH LQ JHQHUDWLQJ WKH ODERU�PDUNHW LOOV RI WKH DGYDQFHG LQGXVWULDO
FRXQWULHV�WKDW LV� LQ LQFUHDVLQJ LQFRPH LQHTXDOLW\ LQ WKH 8QLWHG 6WDWHV DQG XQHPSOR\PHQW

LQ (XURSH��

:KLOH , VKDUH WKH LGHD WKDW PXFK RI WKH RSSRVLWLRQ WR WUDGH LV EDVHG RQ IDXOW\ SUHPLVHV� ,
DOVR EHOLHYH WKDW HFRQRPLVWV KDYH WHQGHG WR WDNH DQ H[FHVVLYHO\ QDUURZ YLHZ RI WKH LVVXHV�
7R XQGHUVWDQG WKH LPSDFW RI JOREDOL]DWLRQ RQ GRPHVWLF VRFLDO DUUDQJHPHQWV� ZH KDYH WR
JR EH\RQG WKH TXHVWLRQ RI ZKDW WUDGH GRHV WR WKH VNLOO SUHPLXP� $QG HYHQ LI ZH IRFXV
PRUH QDUURZO\ RQ ODERU�PDUNHW RXWFRPHV� WKHUH DUH DGGLWLRQDO FKDQQHOV� ZKLFK KDYH QRW
\HW FRPH XQGHU FORVH HPSLULFDO VFUXWLQ\� WKURXJK ZKLFK LQFUHDVHG HFRQRPLF LQWHJUDWLRQ
ZRUNV WR WKH GLVDGYDQWDJH RI ODERU� DQG SDUWLFXODUO\ RI XQVNLOOHG ODERU� 7KLV DUWLFOH
DWWHPSWV WR RIIHU VXFK D EURDGHQHG SHUVSHFWLYH� $V ZH VKDOO VHH� WKLV SHUVSHFWLYH OHDGV WR
D OHVV EHQLJQ RXWORRN WKDQ WKH RQH HFRQRPLVWV FRPPRQO\ DGRSW� 2QH VLGH EHQHILW�
WKHUHIRUH� LV WKDW LW VHUYHV WR UHGXFH WKH \DZQLQJ JDS WKDW VHSDUDWHV WKH YLHZV RI PRVW
HFRQRPLVWV IURP WKH JXW LQVWLQFWV RI PDQ\ OD\SHRSOH�

6RXUFHV RI 7HQVLRQ
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, IRFXV RQ WKUHH VRXUFHV RI WHQVLRQ EHWZHHQ WKH JOREDO PDUNHW DQG VRFLDO VWDELOLW\ DQG
RIIHU D EULHI RYHUYLHZ RI WKHP KHUH�

)LUVW� UHGXFHG EDUULHUV WR WUDGH DQG LQYHVWPHQW DFFHQWXDWH WKH DV\PPHWU\ EHWZHHQ JURXSV
WKDW FDQ FURVV LQWHUQDWLRQDO ERUGHUV �HLWKHU GLUHFWO\ RU LQGLUHFWO\� VD\ WKURXJK RXWVRXUFLQJ�
� DQG WKRVH WKDW FDQQRW� ,Q WKH ILUVW FDWHJRU\ DUH RZQHUV RI FDSLWDO� KLJKO\ VNLOOHG ZRUNHUV�
DQG PDQ\ SURIHVVLRQDOV� ZKR DUH IUHH WR WDNH WKHLU UHVRXUFHV ZKHUH WKH\ DUH PRVW LQ
GHPDQG� 8QVNLOOHG DQG VHPLVNLOOHG ZRUNHUV DQG PRVW PLGGOH PDQDJHUV EHORQJ LQ WKH
VHFRQG FDWHJRU\� 3XWWLQJ WKH VDPH SRLQW LQ PRUH WHFKQLFDO WHUPV� JOREDOL]DWLRQ PDNHV WKH
GHPDQG IRU WKH VHUYLFHV RI LQGLYLGXDOV LQ WKH VHFRQG FDWHJRU\ PRUH HODVWLF�WKDW LV� WKH
VHUYLFHV RI ODUJH VHJPHQWV RI WKH ZRUNLQJ SRSXODWLRQ FDQ EH PRUH HDVLO\ VXEVWLWXWHG E\
WKH VHUYLFHV RI RWKHU SHRSOH DFURVV QDWLRQDO ERXQGDULHV� *OREDOL]DWLRQ WKHUHIRUH
IXQGDPHQWDOO\ WUDQVIRUPV WKH HPSOR\PHQW UHODWLRQVKLS�

7KH IDFW WKDW �ZRUNHUV� FDQ EH PRUH HDVLO\ VXEVWLWXWHG IRU HDFK RWKHU DFURVV QDWLRQDO
ERXQGDULHV XQGHUPLQHV ZKDW PDQ\ FRQFHLYH WR EH D SRVWZDU VRFLDO EDUJDLQ EHWZHHQ
ZRUNHUV DQG HPSOR\HUV� XQGHU ZKLFK WKH IRUPHU ZRXOG UHFHLYH D VWHDG\ LQFUHDVH LQ ZDJHV
DQG EHQHILWV LQ UHWXUQ IRU ODERU SHDFH� 7KLV LV EHFDXVH LQFUHDVHG VXEVWLWXWDELOLW\ UHVXOWV LQ
WKH IROORZLQJ FRQFUHWH FRQVHTXHQFHV� :RUNHUV QRZ KDYH WR SD\ D ODUJHU VKDUH RI WKH FRVW
RI LPSURYHPHQWV LQ ZRUN FRQGLWLRQV DQG EHQHILWV �WKDW LV� WKH\ EHDU D JUHDWHU LQFLGHQFH RI
QRQZDJH FRVWV��

7KH\ KDYH WR LQFXU JUHDWHU LQVWDELOLW\ LQ HDUQLQJV DQG KRXUV ZRUNHG LQ UHVSRQVH WR VKRFNV
WR ODERU GHPDQG RU ODERU SURGXFWLYLW\ �WKDW LV� YRODWLOLW\ DQG LQVHFXULW\ LQFUHDVH��

7KHLU EDUJDLQLQJ SRZHU HURGHV� VR WKH\ UHFHLYH ORZHU ZDJHV DQG EHQHILWV ZKHQHYHU
EDUJDLQLQJ LV DQ HOHPHQW LQ VHWWLQJ WKH WHUPV RI HPSOR\PHQW� 7KHVH FRQVLGHUDWLRQV KDYH
UHFHLYHG LQVXIILFLHQW DWWHQWLRQ LQ WKH UHFHQW DFDGHPLF OLWHUDWXUH RQ WUDGH DQG ZDJHV� ZKLFK
KDV IRFXVHG RQ WKH GRZQZDUG VKLIW LQ GHPDQG IRU XQVNLOOHG ZRUNHUV UDWKHU WKDQ WKH
LQFUHDVH LQ WKH HODVWLFLW\ RI WKDW GHPDQG�

6HFRQG� JOREDOL]DWLRQ HQJHQGHUV FRQIOLFWV ZLWKLQ DQG EHWZHHQ QDWLRQV RYHU GRPHVWLF
QRUPV DQG WKH VRFLDO LQVWLWXWLRQV WKDW HPERG\ WKHP� $V WKH WHFKQRORJ\ IRU PDQXIDFWXUHG
JRRGV EHFRPHV VWDQGDUGL]HG DQG GLIIXVHG LQWHUQDWLRQDOO\� QDWLRQV ZLWK YHU\ GLIIHUHQW VHWV
RI YDOXHV� QRUPV� LQVWLWXWLRQV� DQG FROOHFWLYH SUHIHUHQFHV EHJLQ WR FRPSHWH KHDG RQ LQ
PDUNHWV IRU VLPLODU JRRGV� $QG WKH VSUHDG RI JOREDOL]DWLRQ FUHDWHV RSSRUWXQLWLHV IRU WUDGH
EHWZHHQ FRXQWULHV DW YHU\ GLIIHUHQW OHYHOV RI GHYHORSPHQW�

7KLV LV RI QR FRQVHTXHQFH XQGHU WUDGLWLRQDO PXOWLODWHUDO WUDGH SROLF\ RI WKH :72 DQG WKH
*HQHUDO $JUHHPHQW RQ 7DULIIV DQG 7UDGH �*$77�� WKH �SURFHVV� RU �WHFKQRORJ\� WKURXJK
ZKLFK JRRGV DUH SURGXFHG LV LPPDWHULDO� DQG VR DUH WKH VRFLDO LQVWLWXWLRQV RI WKH WUDGLQJ
SDUWQHUV� 'LIIHUHQFHV LQ QDWLRQDO SUDFWLFHV DUH WUHDWHG MXVW OLNH GLIIHUHQFHV LQ IDFWRU
HQGRZPHQWV RU DQ\ RWKHU GHWHUPLQDQW RI FRPSDUDWLYH DGYDQWDJH� +RZHYHU� LQWURVSHFWLRQ
DQG HPSLULFDO HYLGHQFH ERWK UHYHDO WKDW PRVW SHRSOH DWWDFK YDOXHV WR SURFHVVHV DV ZHOO DV

RXWFRPHV� 7KLV LV UHIOHFWHG LQ WKH QRUPV WKDW VKDSH DQG FRQVWUDLQ WKH GRPHVWLF
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HQYLURQPHQW LQ ZKLFK JRRGV DQG VHUYLFHV DUH SURGXFHG�IRU H[DPSOH� ZRUNSODFH SUDFWLFHV�
OHJDO UXOHV� DQG VRFLDO VDIHW\ QHWV�

7UDGH EHFRPHV FRQWHQWLRXV ZKHQ LW XQOHDVKHV IRUFHV WKDW XQGHUPLQH WKH QRUPV LPSOLFLW LQ
GRPHVWLF SUDFWLFHV� 0DQ\ UHVLGHQWV RI DGYDQFHG LQGXVWULDO FRXQWULHV DUH XQFRPIRUWDEOH
ZLWK WKH ZHDNHQLQJ RI GRPHVWLF LQVWLWXWLRQV WKURXJK WKH IRUFHV RI WUDGH� DV ZKHQ� IRU
H[DPSOH� FKLOG ODERU LQ +RQGXUDV GLVSODFHV ZRUNHUV LQ 6RXWK &DUROLQD RU ZKHQ SHQVLRQ
EHQHILWV DUH FXW LQ (XURSH LQ UHVSRQVH WR WKH UHTXLUHPHQWV RI WKH 0DDVWULFKW WUHDW\� 7KLV
VHQVH RI XQHDVH LV RQH ZD\ RI LQWHUSUHWLQJ WKH GHPDQGV IRU IDLU WUDGH�� 0XFK RI WKH
GLVFXVVLRQ VXUURXQGLQJ WKH QHZ� LVVXHV LQ WUDGH SROLF\�WKDW LV� ODERU VWDQGDUGV�
HQYLURQPHQW� FRPSHWLWLRQ SROLF\� FRUUXSWLRQ�FDQ EH FDVW LQ WKLV OLJKW RI SURFHGXUDO
IDLUQHVV�

:H FDQQRW XQGHUVWDQG ZKDW LV KDSSHQLQJ LQ WKHVH QHZ DUHDV XQWLO ZH WDNH LQGLYLGXDO
SUHIHUHQFHV IRU SURFHVVHV DQG WKH VRFLDO DUUDQJHPHQWV WKDW HPERG\ WKHP VHULRXVO\� ,Q
SDUWLFXODU� E\ GRLQJ VR ZH FDQ VWDUW WR PDNH VHQVH RI SHRSOH
V XQHDVLQHVV DERXW WKH
FRQVHTXHQFHV RI LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ DQG DYRLG WKH WUDS RI DXWRPDWLFDOO\
EUDQGLQJ DOO FRQFHUQHG JURXSV DV VHOI�LQWHUHVWHG SURWHFWLRQLVWV� ,QGHHG� VLQFH WUDGH SROLF\
DOPRVW DOZD\V KDV UHGLVWULEXWLYH FRQVHTXHQFHV �DPRQJ VHFWRUV� LQFRPH JURXSV� DQG
LQGLYLGXDOV�� RQH FDQQRW SURGXFH D SULQFLSOHG GHIHQVH RI IUHH WUDGH ZLWKRXW FRQIURQWLQJ
WKH TXHVWLRQ RI WKH IDLUQHVV DQG OHJLWLPDF\ RI WKH SUDFWLFHV WKDW JHQHUDWH WKHVH
FRQVHTXHQFHV� %\ WKH VDPH WRNHQ� RQH VKRXOG QRW H[SHFW EURDG SRSXODU VXSSRUW IRU WUDGH
ZKHQ WUDGH LQYROYHV H[FKDQJHV WKDW FODVK ZLWK �DQG HURGH� SUHYDLOLQJ GRPHVWLF VRFLDO
DUUDQJHPHQWV�

7KLUG� JOREDOL]DWLRQ KDV PDGH LW H[FHHGLQJO\ GLIILFXOW IRU JRYHUQPHQWV WR SURYLGH VRFLDO
LQVXUDQFH�RQH RI WKHLU FHQWUDO IXQFWLRQV DQG RQH WKDW KDV KHOSHG PDLQWDLQ VRFLDO FRKHVLRQ
DQG GRPHVWLF SROLWLFDO VXSSRUW IRU RQJRLQJ OLEHUDOL]DWLRQ WKURXJKRXW WKH SRVWZDU SHULRG�
,Q HVVHQFH� JRYHUQPHQWV KDYH XVHG WKHLU ILVFDO SRZHUV WR LQVXODWH GRPHVWLF JURXSV IURP
H[FHVVLYH PDUNHW ULVNV� SDUWLFXODUO\ WKRVH KDYLQJ DQ H[WHUQDO RULJLQ� ,Q IDFW� WKHUH LV D
VWULNLQJ FRUUHODWLRQ EHWZHHQ DQ HFRQRP\
V H[SRVXUH WR IRUHLJQ WUDGH DQG WKH VL]H RI LWV
ZHOIDUH VWDWH� ,W LV LQ WKH PRVW RSHQ FRXQWULHV� VXFK DV 6ZHGHQ� 'HQPDUN� DQG WKH
1HWKHUODQGV� WKDW VSHQGLQJ RQ LQFRPH WUDQVIHUV KDV H[SDQGHG WKH PRVW� 7KLV LV QRW WR VD\
WKDW WKH JRYHUQPHQW LV WKH VROH� RU WKH EHVW� SURYLGHU RI VRFLDO LQVXUDQFH� 7KH H[WHQGHG
IDPLO\� UHOLJLRXV JURXSV� DQG ORFDO FRPPXQLWLHV RIWHQ SOD\ VLPLODU UROHV� 0\ SRLQW LV WKDW LW
LV D KDOOPDUN RI WKH SRVWZDU SHULRG WKDW JRYHUQPHQWV LQ WKH DGYDQFHG FRXQWULHV KDYH EHHQ
H[SHFWHG WR SURYLGH VXFK LQVXUDQFH�

$W WKH SUHVHQW� KRZHYHU� LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ LV WDNLQJ SODFH DJDLQVW WKH
EDFNJURXQG RI UHFHGLQJ JRYHUQPHQWV DQG GLPLQLVKHG VRFLDO REOLJDWLRQV� 7KH ZHOIDUH VWDWH
KDV EHHQ XQGHU DWWDFN IRU WZR GHFDGHV� 0RUHRYHU� WKH LQFUHDVLQJ PRELOLW\ RI FDSLWDO KDV
UHQGHUHG DQ LPSRUWDQW VHJPHQW RI WKH WD[ EDVH IRRWORRVH� OHDYLQJ JRYHUQPHQWV ZLWK WKH
XQDSSHWL]LQJ RSWLRQ RI LQFUHDVLQJ WD[ UDWHV GLVSURSRUWLRQDWHO\ RQ ODERU LQFRPH� <HW WKH
QHHG IRU VRFLDO LQVXUDQFH IRU WKH YDVW PDMRULW\ RI WKH SRSXODWLRQ WKDW UHPDLQV
LQWHUQDWLRQDOO\ LPPRELOH KDV QRW GLPLQLVKHG� ,I DQ\WKLQJ� WKLV QHHG KDV EHFRPH JUHDWHU DV
D FRQVHTXHQFH RI LQFUHDVHG LQWHJUDWLRQ� 7KH TXHVWLRQ WKHUHIRUH LV KRZ WKH WHQVLRQ
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EHWZHHQ JOREDOL]DWLRQ DQG WKH SUHVVXUHV IRU VRFLDOL]DWLRQ RI ULVN FDQ EH HDVHG� ,I WKH
WHQVLRQ LV QRW PDQDJHG LQWHOOLJHQWO\ DQG FUHDWLYHO\� WKH GDQJHU LV WKDW WKH GRPHVWLF

FRQVHQVXV LQ IDYRU RI RSHQ PDUNHWV ZLOO XOWLPDWHO\ HURGH WR WKH SRLQW ZKHUH D JHQHUDOL]HG
UHVXUJHQFH RI SURWHFWLRQLVP EHFRPHV D VHULRXV SRVVLELOLW\�

(DFK RI WKHVH DUJXPHQWV SRLQWV WR DQ LPSRUWDQW ZHDNQHVV LQ WKH PDQQHU LQ ZKLFK
DGYDQFHG VRFLHWLHV DUH KDQGOLQJ�RU DUH HTXLSSHG WR KDQGOH�WKH FRQVHTXHQFHV RI
JOREDOL]DWLRQ� &ROOHFWLYHO\� WKH\ SRLQW WR ZKDW LV SHUKDSV WKH JUHDWHVW ULVN RI DOO� QDPHO\
WKDW WKH FXPXODWLYH FRQVHTXHQFH RI WKH WHQVLRQV PHQWLRQHG DERYH ZLOO EH WKH VROLGLI\LQJ
RI D QHZ VHW RI FODVV GLYLVLRQV�EHWZHHQ WKRVH ZKR SURVSHU LQ WKH JOREDOL]HG HFRQRP\ DQG
WKRVH ZKR GR QRW� EHWZHHQ WKRVH ZKR VKDUH LWV YDOXHV DQG WKRVH ZKR ZRXOG UDWKHU QRW�

DQG EHWZHHQ WKRVH ZKR FDQ GLYHUVLI\ DZD\ LWV ULVNV DQG WKRVH ZKR FDQQRW� 7KLV LV QRW D
SOHDVLQJ SURVSHFW� HYHQ IRU LQGLYLGXDOV RQ WKH ZLQQLQJ VLGH RI WKH GLYLGH ZKR KDYH OLWWOH
HPSDWK\ IRU WKH RWKHU VLGH� 6RFLDO GLVLQWHJUDWLRQ LV QRW D VSHFWDWRU VSRUW�WKRVH RQ WKH
VLGHOLQHV DOVR JHW VSODVKHG ZLWK PXG IURP WKH ILHOG� 8OWLPDWHO\� WKH GHHSHQLQJ RI VRFLDO
ILVVXUHV FDQ KDUP DOO�

*OREDOL]DWLRQ� 1RZ DQG 7KHQ

(QODUJH WKXPEQDLO WR ��� RI DFWXDO LPDJH

(QODUJH WKXPEQDLO WR ���� RI DFWXDO LPDJH

&DSWLRQHG $V�

),*85( ,�

7KLV LV QRW WKH ILUVW WLPH ZH KDYH H[SHULHQFHG D WUXO\ JOREDO PDUNHW� %\ PDQ\ PHDVXUHV�
WKH ZRUOG HFRQRP\ ZDV SRVVLEO\ HYHQ PRUH LQWHJUDWHG DW WKH KHLJKW RI WKH JROG VWDQGDUG
LQ WKH ODWH ��WK FHQWXU\ WKDQ LW LV QRZ� )LJXUH � FKDUWV WKH UDWLR RI H[SRUWV WR QDWLRQDO
LQFRPH IRU WKH 8QLWHG 6WDWHV� :HVWHUQ (XURSH� DQG -DSDQ VLQFH ����� ,Q WKH 8QLWHG 6WDWHV
DQG (XURSH� WUDGH YROXPHV SHDNHG EHIRUH :RUOG :DU , DQG WKHQ FROODSVHG GXULQJ WKH
LQWHUZDU \HDUV� 7UDGH VXUJHG DJDLQ DIWHU ����� EXW QRQH RI WKH WKUHH UHJLRQV LV
VLJQLILFDQWO\ PRUH RSHQ E\ WKLV PHDVXUH QRZ WKDQ LW ZDV XQGHU WKH ODWH JROG VWDQGDUG�
-DSDQ� LQ IDFW� KDV D ORZHU VKDUH RI H[SRUWV LQ *'3 QRZ WKDQ LW GLG GXULQJ WKH LQWHUZDU
SHULRG�

2WKHU PHDVXUHV RI JOREDO HFRQRPLF LQWHJUDWLRQ WHOO D VLPLODU VWRU\� $V UDLOZD\V DQG
VWHDPVKLSV ORZHUHG WUDQVSRUW FRVWV DQG (XURSH PRYHG WRZDUG IUHH WUDGH GXULQJ WKH ODWH
��WK FHQWXU\� D GUDPDWLF FRQYHUJHQFH LQ FRPPRGLW\ SULFHV WRRN SODFH�� /DERU IORZV ZHUH
FRQVLGHUDEO\ KLJKHU WKHQ DV ZHOO� DV PLOOLRQV RI LPPLJUDQWV PDGH WKHLU ZD\ IURP WKH ROG
ZRUOG WR WKH QHZ� ,Q WKH 8QLWHG 6WDWHV� LPPLJUDWLRQ ZDV UHVSRQVLEOH IRU �� SHUFHQW RI WKH
H[SDQVLRQ RI WKH ODERU IRUFH GXULQJ WKH �� \HDUV EHIRUH :RUOG :DU ,�� $V IRU FDSLWDO
PRELOLW\� WKH VKDUH RI QHW FDSLWDO RXWIORZV LQ *13 ZDV PXFK KLJKHU LQ WKH 8QLWHG .LQJGRP
GXULQJ WKH FODVVLFDO JROG VWDQGDUG WKDQ LW KDV EHHQ VLQFH�
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'RHV WKLV HDUOLHU SHULRG RI JOREDOL]DWLRQ KROG DQ\ OHVVRQV IRU RXU FXUUHQW VLWXDWLRQ" ,W ZHOO
PLJKW� 7KHUH LV VRPH HYLGHQFH� IRU H[DPSOH� WKDW WUDGH DQG PLJUDWLRQ KDG VLJQLILFDQW
FRQVHTXHQFHV IRU LQFRPH GLVWULEXWLRQ� $FFRUGLQJ WR -HIIUH\ :LOOLDPVRQ� �>*@OREDOL]DWLRQ � �
� DFFRXQWHG IRU PRUH WKDQ KDOI RI WKH ULVLQJ LQHTXDOLW\ LQ ULFK� ODERU�VFDUFH FRXQWULHV >H�J��
WKH 8QLWHG 6WDWHV� $UJHQWLQD� DQG $XVWUDOLD@ DQG IRU D OLWWOH PRUH WKDQ D TXDUWHU RI WKH
IDOOLQJ LQHTXDOLW\ LQ SRRU� ODERU�DEXQGDQW FRXQWULHV >H�J�� 6ZHGHQ� 'HQPDUN� DQG ,UHODQG@�
LQ WKH SHULRG EHIRUH :RUOG :DU ,�OR (TXDOO\ WR WKH SRLQW DUH WKH SROLWLFDO FRQVHTXHQFHV RI
WKHVH FKDQJHV�

7KHUH LV D OLWHUDWXUH DOPRVW D FHQWXU\ ROG WKDW DUJXHV WKDW LPPLJUDWLRQ KXUW $PHULFDQ ODERU
DQG DFFRXQWHG IRU PXFK RI WKH ULVH LQ LQHTXDOLW\ IURP WKH ����V WR :RUOG :DU ,� VR PXFK
VR WKDW D ODERU�V\PSDWKHWLF &RQJUHVV SDVVHG LPPLJUDWLRQ TXRWDV� 7KHUH LV D OLWHUDWXUH HYHQ
ROGHU WKDW DUJXHV WKDW D 1HZ :RUOG JUDLQ LQYDVLRQ HURGHG ODQG UHQWV LQ (XURSH� VR PXFK
VR WKDW ODQGRZQHU�GRPLQDWHG &RQWLQHQWDO 3DUOLDPHQWV UDLVHG WDULIIV WR KHOS SURWHFW WKHP
IURP WKH LPSDFW RI JOREDOL]DWLRQ���

:LOOLDPVRQ FRQFOXGHV WKDW WKH LQHTXDOLW\ WUHQGV ZKLFK JOREDOL]DWLRQ SURGXFHG DUH DW OHDVW
SDUWO\ UHVSRQVLEOH IRU WKH LQWHUZDU UHWUHDW IURP JOREDOL]DWLRQ >ZKLFK DSSHDUHG@ ILUVW LQ WKH
ULFK LQGXVWULDO WUDGLQJ SDUWQHUV��
� 0RUHRYHU� WKHUH DUH VRPH NH\ GLIIHUHQFHV WKDW PDNH
WRGD\
V JOREDO HFRQRP\ PRUH FRQWHQWLRXV� )LUVW� UHVWULFWLRQV RQ LPPLJUDWLRQ ZHUH QRW DV

FRPPRQ GXULQJ WKH ��WK FHQWXU\� DQG FRQVHTXHQWO\ ODERU
V LQWHUQDWLRQDO PRELOLW\ ZDV

PRUH FRPSDUDEOH WR WKDW RI FDSLWDO� &RQVHTXHQWO\� WKH DV\PPHWU\ EHWZHHQ PRELOH FDSLWDO
�SK\VLFDO DQG KXPDQ� DQG LPPRELOH �QDWXUDO� ODERU� ZKLFK FKDUDFWHUL]HV WKH SUHVHQW

VLWXDWLRQ� LV D UHODWLYHO\ UHFHQW SKHQRPHQRQ� 6HFRQG� WKHUH ZDV OLWWOH KHDG�RQ LQWHUQDWLRQDO

FRPSHWLWLRQ LQ LGHQWLFDO RU VLPLODU SURGXFWV GXULQJ WKH SUHYLRXV FHQWXU\� DQG PRVW WUDGH

FRQVLVWHG RI WKH H[FKDQJH RI QRQFRPSHWLQJ SURGXFWV� VXFK DV SULPDU\ SURGXFWV IRU
PDQXIDFWXUHG JRRGV� 7KH DJJUHJDWH WUDGH UDWLRV GR QRW UHIOHFW WKH �YDVW LQFUHDVH LQ WKH
H[SRVXUH RI WUDGDEOH JRRGV LQGXVWULHV WR LQWHUQDWLRQDO FRPSHWLWLRQ� WKDW LV QRZ WDNLQJ
SODFH FRPSDUHG ZLWK WKH VLWXDWLRQ LQ WKH ����V��� 7KLUG� DQG SHUKDSV PRVW LPSRUWDQW�

JRYHUQPHQWV KDG QRW \HW EHHQ FDOOHG RQ WR SHUIRUP VRFLDO�ZHOIDUH IXQFWLRQV RQ D ODUJH
VFDOH� VXFK DV HQVXULQJ DGHTXDWH OHYHOV RI HPSOR\PHQW� HVWDEOLVKLQJ VRFLDO VDIHW\ QHWV�
SURYLGLQJ PHGLFDO DQG VRFLDO LQVXUDQFH� DQG FDULQJ IRU WKH SRRU� 7KLV VKLIW LQ WKH SHUFHLYHG
UROH RI JRYHUQPHQW LV DOVR D UHODWLYHO\ UHFHQW WUDQVIRUPDWLRQ� RQH WKDW PDNHV OLIH LQ DQ
LQWHUGHSHQGHQW HFRQRP\ FRQVLGHUDEO\ PRUH GLIILFXOW IRU WRGD\
V SROLF\PDNHUV�

$W DQ\ UDWH� WKH OHVVRQ IURP KLVWRU\ VHHPV WR EH WKDW FRQWLQXHG JOREDOL]DWLRQ FDQQRW EH
WDNHQ IRU JUDQWHG� ,I LWV FRQVHTXHQFHV DUH QRW PDQDJHG ZLVHO\ DQG FUHDWLYHO\� D UHWUHDW
IURP RSHQQHVV EHFRPHV D GLVWLQFW SRVVLELOLW\� ,PSOLFDWLRQV

6R KDV LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ JRQH WRR IDU" 1RW LI SROLF\PDNHUV DFW ZLVHO\ DQG
LPDJLQDWLYHO\�

:H QHHG WR EH XS IURQW DERXW WKH LUUHYHUVLELOLW\ RI WKH PDQ\ FKDQJHV WKDW KDYH RFFXUUHG LQ
WKH JOREDO HFRQRP\� $GYDQFHV LQ FRPPXQLFDWLRQV DQG WUDQVSRUWDWLRQ PHDQ WKDW ODUJH
VHJPHQWV RI QDWLRQDO HFRQRPLHV DUH PXFK PRUH H[SRVHG WR LQWHUQDWLRQDO WUDGH DQG FDSLWDO
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IORZV WKDQ WKH\ KDYH HYHU EHHQ� UHJDUGOHVV RI ZKDW SROLF\PDNHUV FKRRVH WR GR� 7KHUH LV
RQO\ OLPLWHG VFRSH IRU JRYHUQPHQW SROLF\ WR PDNH D GLIIHUHQFH� ,Q DGGLWLRQ� D VHULRXV
UHWUHDW LQWR SURWHFWLRQLVP ZRXOG KXUW WKH PDQ\ JURXSV WKDW EHQHILW IURP WUDGH DQG ZRXOG
UHVXOW LQ WKH VDPH NLQG RI VRFLDO FRQIOLFWV WKDW JOREDOL]DWLRQ LWVHOI JHQHUDWHV� :H KDYH WR
UHFRJQL]H WKDW HUHFWLQJ WUDGH EDUULHUV ZLOO KHOS LQ RQO\ D OLPLWHG VHW RI FLUFXPVWDQFHV DQG
WKDW WUDGH SROLFLHV ZLOO UDUHO\ EH WKH EHVW UHVSRQVH WR WKH SUREOHPV WKDW ZLOO EH GLVFXVVHG
KHUH� 7UDQVIHU DQG VRFLDO LQVXUDQFH SURJUDPV ZLOO JHQHUDOO\ GRPLQDWH� ,Q VKRUW� WKH JHQLH
FDQQRW EH VWXIIHG EDFN LQWR WKH ERWWOH� HYHQ LI LW ZHUH GHVLUDEOH WR GR VR� :H ZLOO QHHG

PRUH LPDJLQDWLYH DQG PRUH VXEWOH UHVSRQVHV�

7KHUH DUH WZR GDQJHUV DULVLQJ IURP FRPSODFHQF\ WRZDUG WKH VRFLDO FRQVHTXHQFHV RI
JOREDOL]DWLRQ� 7KH ILUVW RI WKHVH� DQG WKH PRUH REYLRXV� LV D SROLWLFDO EDFNODVK DJDLQVW
WUDGH� 7KH FDQGLGDF\ RI 3DWULFN %XFKDQDQ LQ WKH 5HSXEOLFDQ SULPDULHV RI WKH ����
SUHVLGHQWLDO HOHFWLRQ UHYHDOHG WKDW SURWHFWLRQLVP FDQ EH D UDWKHU HDV\ VHOO ZKHQ EURDG
VHJPHQWV RI $PHULFDQ VRFLHW\ DUH H[SHULHQFLQJ DQ[LHWLHV OLQNHG� DW OHDVW LQ SDUW� WR
JOREDOL]DWLRQ� 2QH ZRQGHUV KRZ PXFK JUHDWHU %XFKDQDQ
V VXSSRUW ZRXOG KDYH EHHQ KDG
WKH XQHPSOR\PHQW UDWH EHHQ� VD\� �� SHUFHQW UDWKHU WKDQ ��� SHUFHQW� (FRQRPLVWV PD\

FRPSODLQ WKDW SURWHFWLRQLVP LV PHUH VQDNH RLO DQG DUJXH WKDW WKH DLOPHQWV UHTXLUH

DOWRJHWKHU GLIIHUHQW PHGLFLQH� %XW LQWHOOHFWXDO DUJXPHQWV ZLOO QRW ZLQ KHDUWV DQG PLQGV
XQOHVV WKHUH DUH FRQFUHWH VROXWLRQV RQ RIIHU� 7UDGH SURWHFWLRQ� IRU DOO LWV IDXOWV� KDV WKH
EHQHILW RI FRQFUHWHQHVV�

3HUKDSV IXWXUH %XFKDQDQV ZLOO EH XOWLPDWHO\ GHIHDWHG� DV %XFKDQDQ KLPVHOI ZDV� E\ WKH
FRPPRQ VHQVH RI WKH SXEOLF� (YHQ VR� WKHUH LV D VHFRQG DQG SHUKDSV HYHQ PRUH VHULRXV
GDQJHU� WKDW JOREDOL]DWLRQ ZLOO FRQWULEXWH WR VRFLDO GLVLQWHJUDWLRQ� DV QDWLRQV DUH VSOLW
DORQJ OLQHV RI HFRQRPLF VWDWXV� PRELOLW\� UHJLRQ� RU VRFLDO QRUPV� (YHQ ZLWKRXW D
SURWHFWLRQLVW EDFNODVK� D YLFWRU\ IRU JOREDOL]DWLRQ WKDW FRPHV DW WKH SULFH RI VRFLDO
GLVLQWHJUDWLRQ ZLOO EH D YHU\ KROORZ YLFWRU\ LQGHHG�

6RFLDO 'LVLQWHJUDWLRQ DV WKH 3ULFH RI (FRQRPLF ,QWHJUDWLRQ" ,I QRW KDQGOHG ZHOO� WKHQ� WKH
VRFLDO SUHVVXUHV XQOHDVKHG E\ JOREDO HFRQRPLF LQWHJUDWLRQ ZLOO OLNHO\ UHVXOW LQ EDG

HFRQRPLFV DQG EDG JRYHUQDQFH� 7KLV LV QRW RQO\ EHFDXVH JOREDOL]DWLRQ KLJKOLJKWV DQG

H[DFHUEDWHV WHQVLRQV DPRQJ JURXSV� ZKLFK LW GRHV� ,W LV DOVR EHFDXVH LW UHGXFHV WKH

ZLOOLQJQHVV RI LQWHUQDWLRQDOO\ PRELOH JURXSV WR FRRSHUDWH ZLWK RWKHUV LQ UHVROYLQJ
GLVDJUHHPHQWV DQG FRQIOLFWV�

)DU�VLJKWHG FRPSDQLHV ZLOO WHQG WR WKHLU RZQ FRPPXQLWLHV DV WKH\ JOREDOL]H� %XW DQ
HPSOR\HU WKDW KDV DQ �H[LW� RSWLRQ LV RQH WKDW LV OHVV OLNHO\ WR H[HUFLVH WKH �YRLFH� RSWLRQ� ,W
LV VR PXFK HDVLHU WR RXWVRXUFH WKDQ WR HQWHU D GHEDWH RQ KRZ WR UHYLWDOL]H WKH ORFDO
HFRQRP\� 7KLV PHDQV WKDW RZQHUV RI LQWHUQDWLRQDOO\ PRELOH IDFWRUV EHFRPH GLVHQJDJHG
IURP WKHLU ORFDO FRPPXQLWLHV DQG GLVLQWHUHVWHG LQ WKHLU GHYHORSPHQW DQG SURVSHULW\�MXVW DV
VXEXUEDQ IOLJKW LQ DQ HDUOLHU HUD FRQGHPQHG PDQ\ XUEDQ DUHDV WR QHJOHFW�

�>'@LYHUVH JURXSV >LQ VRFLHW\@ KROG WRJHWKHU�� ZURWH %HUQDUG &ULFN� �EHFDXVH WKH\ SUDFWLFH
SROLWLFV�QRW EHFDXVH WKH\ DJUHH DERXW 
IXQGDPHQWDOV�
 RU VRPH VXFK FRQFHSW WRR YDJXH�
WRR SHUVRQDO� RU WRR GLYLQH HYHU WR GR WKH MRE RI SROLWLFV IRU LW� 7KH PRUDO FRQVHQVXV RI D
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IUHH VWDWH LV QRW VRPHWKLQJ P\VWHULRXVO\ SULRU WR RU DERYH SROLWLFV� LW LV WKH DFWLYLW\ �WKH
FLYLOL]LQJ DFWLYLW\� RI SROLWLFV LWVHOI��
� 2U DV $OEHUW +LUVFKPDQ SXW LW� �7KH FRPPXQLW\ VSLULW
WKDW LV QRUPDOO\ QHHGHG LQ D GHPRFUDWLF PDUNHW VRFLHW\ WHQGV WR EH VSRQWDQHRXVO\

JHQHUDWHG WKURXJK WKH H[SHULHQFH RI WHQGLQJ WKH FRQIOLFWV WKDW DUH W\SLFDO RI WKDW
VRFLHW\��OV %XW ZKDW LI JOREDOL]DWLRQ UHGXFHV WKH LQFHQWLYHV WR �WHQG� WR WKHVH FRQIOLFWV"
:KDW LI� E\ UHGXFLQJ WKH FLYLF HQJDJHPHQW RI LQWHUQDWLRQDOO\ PRELOH JURXSV� JOREDOL]DWLRQ
ORRVHQV WKH FLYLF JOXH WKDW KROGV VRFLHWLHV WRJHWKHU DQG H[DFHUEDWHV VRFLDO IUDJPHQWDWLRQ"�

+HQFH JOREDOL]DWLRQ GHOLYHUV D GRXEOH EORZ WR VRFLDO FRKHVLRQ�ILUVW E\ H[DFHUEDWLQJ FRQIOLFW
RYHU IXQGDPHQWDO EHOLHIV UHJDUGLQJ VRFLDO RUJDQL]DWLRQ DQG VHFRQG E\ ZHDNHQLQJ WKH
IRUFHV WKDW ZRXOG QRUPDOO\ PLOLWDWH IRU WKH UHVROXWLRQ RI WKHVH FRQIOLFWV WKURXJK QDWLRQDO
GHEDWH DQG GHOLEHUDWLRQ�

7KHVH GHYHORSPHQWV DUH DIIOLFWLQJ DOO VRFLHWLHV H[SRVHG WR JOREDOL]DWLRQ� ZLWK PDQ\
GHYHORSLQJ FRXQWULHV SHUKDSV HYHQ PRUH H[SRVHG WKDQ WKH DGYDQFHG LQGXVWULDO FRXQWULHV�
$ UHFHQW DQDO\VLV RI 0H[LFDQ VRFLHW\ E\ -RUJH &DVWDQHGD LV ZRUWK TXRWLQJ H[WHQVLYHO\��
&DVWDQHGD VSHDNV RI �D QHZ FOHDYDJH WKDW LV UDSLGO\ FXWWLQJ DFURVV 0H[LFDQ VRFLHW\��

7KLV VSOLW VHSDUDWHV WKRVH 0H[LFDQV SOXJJHG LQWR WKH 86 HFRQRP\ IURP WKRVH ZKR DUH
QRW���� ,W GLYLGHV 0H[LFDQV ZKR DUH KLJKO\ VHQVLWLYH WR JRYHUQPHQW PDFURHFRQRPLF SROLF\
IURP WKRVH ZKR DUH LQGLIIHUHQW WR LW� ,W VHSDUDWHV WKRVH ZKR FRUUHFWO\ EHOLHYH WKDW SROLWLFV
DQG HYHQWV LQ 0H[LFR VWLOO GHWHUPLQH WKHLU GHVWLQ\ IURP WKRVH ZKR MXVW DV ULJKWO\
XQGHUVWDQG WKDW WKH GHFLVLRQV PRVW FULWLFDO WR WKHLU OLYHV DUH PDGH LQ :DVKLQJWRQ DQG 1HZ
<RUN� ,W SDUWV 0H[LFDQV ZKR UHPDLQ RQ WKH PDUJLQV RI JOREDO IORZV RI FDSLWDO� JRRGV� DQG
VHUYLFHV� HYHQ LI WKH\ DUH QRW RQ WKH PDUJLQV RI 0H[LFDQ VRFLHW\� IURP WKRVH ZKR DUH
VWHDGLO\ EHLQJ LQWHJUDWHG LQWR WKRVH IORZV� 7KLV JURZLQJ JURXS RI 0H[LFDQV RULHQWHG
WRZDUG WKH 8QLWHG 6WDWHV LV LVRODWHG IURP PXFK RI WKH FRXQWU\
V HFRQRPLF WULEXODWLRQ DQG
UHODWLYHO\ FRPSODFHQW DERXW LWV SROLWLFDO WUDYDLOV���

:LWK EHWZHHQ RQH�ILIWK DQG RQH�TXDUWHU RI WKH 0H[LFDQ SRSXODWLRQ WLHG LQWR WKH ZRUOG
HFRQRP\ LQ WKLV IDVKLRQ� &DVWDQHGD GRXEWV WKDW D VRFLDO H[SORVLRQ ZLOO KDSSHQ� %XW� DV KH
HPSKDVL]HV� WKH SUHVHQFH RI WKLV JURXS DOVR PDNHV PHDQLQJIXO UHIRUP OHVV OLNHO\� �>:@
LWKRXW D VWDNH LQ SROLWLFDO FKDQJH� >WKH VHJPHQWV RI 0H[LFDQ VRFLHW\ OLQNHG WR WKH ZRUOG
HFRQRP\@ DOVR KDYH OLWWOH UHDVRQ WR IRVWHU LW��
� &DVWDQHGD
V DFFRXQW YLYLGO\ GHVFULEHV DQ
H[WUHPH IRUP RI WKH V\QGURPHV DVVRFLDWHG ZLWK JOREDOL]DWLRQ FXP VRFLDO GLVLQWHJUDWLRQ�

0DUNHWV DUH D VRFLDO LQVWLWXWLRQ� DQG WKHLU FRQWLQXHG H[LVWHQFH LV SUHGLFDWHG RQ WKH

SHUFHSWLRQ WKDW WKHLU SURFHVVHV DQG RXWFRPHV DUH OHJLWLPDWH� $V .DUO 3RODQ\L SRLQWHG RXW

PRUH WKDQ �� \HDUV DJR� WKH LQWHUQDWLRQDO PDUNHW LV WKH RQO\ PDUNHW WKDW LV QRW UHJXODWHG

E\ DQ RYHUDUFKLQJ SROLWLFDO DXWKRULW\�� &RQVHTXHQWO\� WUDQVDFWLRQV XQGHUWDNHQ LQ WKH

LQWHUQDWLRQDO PDUNHWSODFH FDUU\ WKH OHDVW LQKHUHQW OHJLWLPDF\� 7KLV LQ LWVHOI LV DQ RQJRLQJ
VRXUFH RI WHQVLRQ EHWZHHQ JOREDOL]DWLRQ DQG VRFLHW\� 7KH SUREOHP EHFRPHV PXFK ZRUVH
ZKHQ VHJPHQWV RI VRFLHW\ DUH SHUFHLYHG DV KDYLQJ EURNHQ WKHLU OLQNV ZLWK WKHLU ORFDO
FRPPXQLWLHV DQG EHFRPH IRRWORRVH� ,QVWLWXWLRQV WKDW ORVH WKHLU OHJLWLPDF\ FDQ QR ORQJHU
IXQFWLRQ� DQG PDUNHWV DUH QR GLIIHUHQW�
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$V -RKQ 5XJJLH SXW LW� �,Q VRPH UHVSHFWV � � � WKH ZRUOG >WRGD\@ ILQGV LWVHOI IDFHG ZLWK D
FKDOOHQJH ZKLFK LV QRW XQOLNH WKH RQH LW IDFHG LQ ����� GHYLVLQJ FRPSDWLEOH IRUPV RI
LQWHUQDWLRQDO OLEHUDOL]DWLRQ DQG GRPHVWLF VWDELOLW\���
 7KDW FKDOOHQJH LV DXJPHQWHG E\ VRPH

NH\ GLIILFXOWLHV� 7KH 8QLWHG 6WDWHV LV QHLWKHU ZLOOLQJ QRU DEOH WR SOD\ WKH NLQG RI OHDGHUVKLS
UROH LW GLG LQ WKH LPPHGLDWH DIWHUPDWK RI :RUOG :DU ,,� DQG WKHUH LV QR DOWHUQDWLYH OHDGHU�

3HUKDSV PRUH VHULRXVO\� WKHUH LV D ODFN RI FOHDU VWUDWHJLHV RQ ZKLFK WR SURFHHG� HYHQ LI WKH
8QLWHG 6WDWHV RU DQRWKHU FRXQWU\ ZHUH WR SURYLGH WKH OHDGHUVKLS�

7KH 5ROH RI (FRQRPLVWV

7KHUH LV D ELJ UROH LQ WKLV IRU HFRQRPLVWV� ,QWHUQDWLRQDO HFRQRPLVWV LQ SDUWLFXODU KDYH EHHQ
WRR 3DQJORVVLDQ DERXW WKH FRQVHTXHQFHV RI JOREDOL]DWLRQ� 7KHLU DSSURDFK RQ WKH ODERU�
PDUNHW FRQVHTXHQFHV RI WUDGH� RQH DUHD LQ ZKLFK WKH\ KDYH DFWXDOO\ HQJDJHG LQ WKH
GHEDWH� KDV EHHQ WRR QDUURZ� UHVXOWLQJ LQ D WHQGHQF\ WR GRZQSOD\ WKH UROH RI WUDGH� 7KH\
KDYH EHHQ WRR TXLFN WR SDLQW WKRVH ZKR KDYH WDNHQ D PRUH FRQFHUQHG VWDQFH DV LJQRUDQW

RI HFRQRPLFV RU DV FORVHW SURWHFWLRQLVWV �DQG VRPHWLPHV ERWK�� /DUJHO\ DV D FRQVHTXHQFH�
WKH\ KDYH VKXW WKHPVHOYHV RXW RI WKH EURDGHU SROLF\ GHEDWH� 7KLV LV D SLW\ EHFDXVH
HFRQRPLFV KDV PXFK WR FRQWULEXWH KHUH�

)RU H[DPSOH� WKHUH LV PXFK WKLQNLQJ WR GR RQ KRZ WR GHVLJQ DSSURSULDWH SROLFLHV DQG
LQVWLWXWLRQV WKDW FDQ EHVW DGGUHVV WKH QHHG WR SURYLGH VRFLDO LQVXUDQFH� ZKLFK , KDYH
DUJXHG LV D FULWLFDO FRPSOHPHQW WR WKH H[SDQVLRQ RI JOREDO PDUNHWV� $V D JHQHUDO SULQFLSOH�
WKH EHWWHU WDUJHWHG WKH SROLFLHV DUH WR WKH VRXUFHV RI WKH SUREOHP� WKH OHVV FRVW WKH\ ZLOO
HQWDLO� ,I WKH H[WHUQDO ULVNV WKDW EXIIHW QDWLRQDO HFRQRPLHV DQG ZRUNHUV ZHUH IXOO\
REVHUYDEOH� D VHW RI WUDQVIHUV FRQWLQJHQW RQ WKH UHDOL]DWLRQ RI WKH VKRFNV ZRXOG ZRUN EHVW�
%XW WKH ZRUOG LV REYLRXVO\ WRR FRPSOLFDWHG IRU ILUVW�EHVW VROXWLRQV� DQG UHDOLVWLFDOO\ ZH ZLOO
KDYH WR VDFULILFH VRPH HIILFLHQF\� 6R HFRQRPLVWV FDQ KHOS GHYHORS SUDFWLFDO DOWHUQDWLYHV
WKDW SURYLGH VRPH LQVXODWLRQ IRU WKH PRVW DIIHFWHG JURXSV ZLWKRXW EOXQWLQJ PDUNHW
LQFHQWLYHV HQWLUHO\� ,W LV QRW HQWLUHO\ FOHDU ZKDW UROH WUDGH SROLF\ VKRXOG SOD\ LQ WKLV� LI DQ\
DW DOO���

6LPLODUO\� WKH PRELOLW\ RI FDSLWDO DQG RI HPSOR\HUV ERWK DJJUDYDWH WKH ULVNV LPPRELOH
JURXSV IDFH DQG UHQGHU LW PRUH GLIILFXOW WR JHQHUDWH WKH SXEOLF UHVRXUFHV QHHGHG WR
ILQDQFH VRFLDO LQVXUDQFH VFKHPHV� ,I WKLV UHVXOWV LQ JOREDOL]DWLRQ FRPLQJ XS DJDLQVW VRFLDO
DQG SROLWLFDO FRQVWUDLQWV DQG D EDFNODVK DJDLQVW WUDGH� WKH PRELOLW\ RI HPSOR\HUV FUHDWHV D
ZRUOGZLGH QHJDWLYH H[WHUQDOLW\� $ ORJLFDO LPSOLFDWLRQ LV WKDW VRPH WD[DWLRQ RI IRRWORRVH
IDFWRUV DW WKH JOREDO OHYHO� ZLWK UHYHQXH VKDULQJ DPRQJ QDWLRQV� PD\ EH ZRUWK
FRQVLGHULQJ� 7KHUH LV D SDUDOOHO KHUH ZLWK WKH RQJRLQJ GLVFXVVLRQ RI WKH 7RELQ WD[� ZLWK WKH
GLIIHUHQFH WKDW WKH FXUUHQW LGHD DSSOLHV WR SK\VLFDO �UDWKHU WKDQ ILQDQFLDO� FDSLWDO� 2QFH
DJDLQ� WKHUH LV PXFK WKLQNLQJ WR GR DERXW WKH UDWLRQDOH DQG GHVLJQ RI VXFK D SROLF\�

)LQDOO\� HFRQRPLVWV FDQ GUDZ RQ WKH OLWHUDWXUHV RQ LQVWLWXWLRQDO HFRQRPLFV DQG SROLWLFDO
HFRQRP\ WR IRUPXODWH GHVLJQV IRU D QHZ V\VWHP RI JOREDO VDIHJXDUGV� $V , ZLOO DUJXH
IXUWKHU EHORZ� DGGUHVVLQJ WKH FRQFHUQV GLVFXVVHG KHUH ZLOO OLNHO\ UHTXLUH D PL[WXUH RI
JUHDWHU PXOWLODWHUDO GLVFLSOLQH DQG EURDGHU DFFHVV WR DQ HVFDSH FODXVH� 7KH FKDOOHQJH LV WR
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HQDEOH FRXQWULHV WKDW DUH ZLOOLQJ WR HQJDJH LQ JUHDWHU KDUPRQL]DWLRQ RI GRPHVWLF SROLFLHV
WR GR VR� ZKLOH DOVR DOORZLQJ WKHP WR VHOHFWLYHO\ GHOLQN IURP LQWHUQDWLRQDO REOLJDWLRQV
ZKHQ WKHVH REOLJDWLRQV FRPH LQWR FRQIOLFW ZLWK GRPHVWLF QRUPV RU LQVWLWXWLRQV� +RZ EHVW
WR DFKLHYH WKLV LV DQ H[FLWLQJ LQWHOOHFWXDO FKDOOHQJH� ZLWK SRWHQWLDOO\ ODUJH SUDFWLFDO SD\RIIV�

+HQFH HFRQRPLVWV FRXOG SOD\ D PXFK PRUH FRQVWUXFWLYH UROH LI WKH\ ZHUH WR UHFRJQL]H WKDW
WKH WHQVLRQV EHWZHHQ VRFLDO VWDELOLW\ DQG JOREDOL]DWLRQ DUH UHDO� 7KH\ FRXOG KHOS GHYHORS

WKH FRQFHSWXDO IUDPHZRUNV QHHGHG IRU UHWKLQNLQJ WKH UROHV RI JRYHUQPHQWV DQG RI
LQWHUQDWLRQDO LQVWLWXWLRQV LQ WKLV QHZ SKDVH RI WKH JOREDO HFRQRP\� 7KH\ FRXOG DVVLVW
SROLF\PDNHUV LQ ILQGLQJ WKH WRROV DQG LQVWUXPHQWV QHHGHG WR DFKLHYH SROLF\ REMHFWLYHV
UDWKHU WKDQ WDNLQJ LVVXH ZLWK WKH REMHFWLYHV RU GHQ\LQJ WKDW WKH SUREOHPV H[LVW�

%\ EHFRPLQJ HQJDJHG LQ WKLV EURDGHU GHEDWH� HFRQRPLVWV FDQ HVWDEOLVK JUHDWHU FUHGLELOLW\

ZLWK WKH SXEOLF DV WKH\ DWWHPSW WR FOHDU XS WKH PLVXQGHUVWDQGLQJV WKDW RSSRQHQWV RI
WUDGH RIWHQ SURSDJDWH� .HHSLQJ WKH GHEDWH KRQHVW DQG JURXQGHG RQ VROLG HPSLULFDO
HYLGHQFH LV D QDWXUDO UROH IRU HFRQRPLVWV�

:LOOLDP *UHLGHU
V UHFHQW ERRN� 2QH :RUOG� 5HDG\ RU 1RW�7KH 0DQLF /RJLF RI *OREDO
&DSLWDOLVP� LOOXVWUDWHV WKH DSSHDO RI PDQ\ SRSXODU PLVFRQFHSWLRQV IRU VRPH
FRPPHQWDWRUV��� 2QH RI WKH PDLQ WKHPHV RI *UHLGHU
V ERRN�WKDW WKH JOREDO H[SDQVLRQ RI
PDUNHWV LV XQGHUPLQLQJ VRFLDO FRKHVLRQ DQG PRYLQJ WKH ZRUOG LQH[RUDEO\ WRZDUG D PDMRU

HFRQRPLF DQG SROLWLFDO FULVLV�PLJKW EH YLHZHG VLPSO\ DV D EROGHU H[SUHVVLRQ RI WKH
SRWHQWLDO GDQJHU , KDYH KLJKOLJKWHG KHUH� &HUWDLQO\� , DP LQ V\PSDWK\ ZLWK PDQ\ RI
*UHLGHU
V FRQFHUQV�WKH FRQVHTXHQFHV IRU ORZ�VNLOOHG ZRUNHUV LQ WKH DGYDQFHG LQGXVWULDO
FRXQWULHV� WKH ZHDNHQLQJ RI VRFLDO VDIHW\ QHWV� DQG WKH UHSUHVVLRQ RI SROLWLFDO ULJKWV LQ
VRPH OHDGLQJ H[SRUWHUV VXFK DV &KLQD DQG ,QGRQHVLD� +RZHYHU� WKH ERRN
V GLVUHJDUG IRU
VRXQG HFRQRPLF DQDO\VLV DQG IRU V\VWHPDWLF HPSLULFDO HYLGHQFH PDNHV LW D YHU\ XQUHOLDEOH
WUHDWLVH RQ ZKDW LV KDSSHQLQJ DQG D IDXOW\ PDQXDO IRU VHWWLQJ WKLQJV ULJKW�

7KH PLVFRQFHSWLRQV WKDW FURS XS LQ *UHLGHU
V ERRN DUH HDV\ RQHV IRU HFRQRPLVWV WR FRUUHFW�
*UHLGHU LV ZURQJ� IRU H[DPSOH� LQ WKLQNLQJ WKDW ORZ ZDJHV DUH WKH GULYLQJ IRUFH EHKLQG
WRGD\
V JOREDO FRPPHUFH� ,I WKDW ZHUH VR� WKH ZRUOG
V PRVW IRUPLGDEOH H[SRUWHUV ZRXOG EH
%DQJODGHVK DQG D VPDWWHULQJ RI $IULFDQ FRXQWULHV� :KDW KH IDLOV WR WDNH LQWR DFFRXQW LV WKH
LPSRUWDQFH RI GLIIHUHQFHV DPRQJ FRXQWULHV LQ ODERU SURGXFWLYLW\� )XUWKHUPRUH� *UHLGHU LV
ZURQJ WR DWWULEXWH WKH 8�6� WUDGH GHILFLW WR WKH �XQEDODQFHG EHKDYLRU� RI 8�6� WUDGH
SDUWQHUV��� ,I FRPPHUFLDO SROLFLHV GHWHUPLQHG WUDGH LPEDODQFHV� ,QGLD� XQWLO UHFHQWO\ RQH
RI WKH ZRUOG
V PRVW SURWHFWLRQLVW FRXQWULHV� ZRXOG KDYH EHHQ UXQQLQJ ODUJH WUDGH
VXUSOXVHV� ,W LV D PLVWDNH WR FODLP WKDW �WKH JOREDO HFRQRP\ >LV@ QRZ D ORVLQJ WUDQVDFWLRQ

IRU WKH QDWLRQ DV D ZKROH� EHFDXVH WKH 8QLWHG 6WDWHV
 QHW IDFWRU SD\PHQWV DEURDG DUH
SRVLWLYH��� ,W LV IDU IURP WUXH WKDW RXWZDUG�RULHQWHG LQGXVWULDOL]DWLRQ LQ 6RXWKHDVW $VLDQ
FRXQWULHV KDV PDGH OLIH ZRUVH UDWKHU WKDQ EHWWHU IRU WKH IRUPHU IDUPHUV ZKR QRZ WRLO LQ

IDFWRULHV� ,W LV JHQHUDOO\ QRW WKH FDVH WKDW IRUHLJQ�RZQHG FRPSDQLHV LQ GHYHORSLQJ
FRXQWULHV SURYLGH LQIHULRU ZRUNLQJ FRQGLWLRQV WR WKRVH WKDW DUH DYDLODEOH HOVHZKHUH LQ WKH
HFRQRP\� LQ IDFW� WKH UHYHUVH LV PRUH RIWHQ WUXH�

*UHLGHU LV SDUWLFXODUO\ ZURQJ LQ WKLQNLQJ WKDW JOREDO FDSLWDOLVP LQHYLWDEO\ JHQHUDWHV H[FHVV



+DV JOREDOL]DWLRQ JRQH WRR IDU" 3DJH �� RI ��

����STGZHE"'LG ���������������	)PW �	'HOL �	0WG �	,G[ ��	6LG �	5 ���������

VXSSO\� 7KLV LV WKH ERRN
V NH\ DUJXPHQW DQG XOWLPDWHO\ WKH PDLQ UHDVRQ *UHLGHU EHOLHYHV

WKH V\VWHP ZLOO VHOI�GHVWUXFW� &RQVLGHU KLV GLVFXVVLRQ RI %RHLQJ
V RXWVRXUFLQJ RI VRPH RI LWV
FRPSRQHQWV WR WKH ;LDQ $LUFUDIW &RPSDQ\ LQ &KLQD�

>:@KHQ QHZ SURGXFWLRQ ZRUN ZDV PRYHG WR ;LDQ IURP SODFHV OLNH WKH 8QLWHG 6WDWHV� WKH
JOREDO V\VWHP ZDV� LQ HIIHFW� VZDSSLQJ KLJKO\ SDLG LQGXVWULDO ZRUNHUV IRU YHU\ FKHDS RQHV�
7R SXW WKH SRLQW PRUH FUXGHO\� %RHLQJ ZDV H[FKDQJLQJ D ������� $PHULFDQ PDFKLQLVW IRU
D &KLQHVH PDFKLQLVW ZKR HDUQHG ���� RU ���� D \HDU� :KLFK RQH FRXOG EX\ WKH ZRUOG
V
JRRGV" 7KXV� HYHQ WKRXJK LQFRPHV DQG SXUFKDVLQJ SRZHU ZHUH H[SDQGLQJ UREXVWO\

DPRQJ WKH QHZ FRQVXPHUV RI &KLQD� WKH RYHUDOO HIIHFW ZDV DQ HURVLRQ RI WKH ZRUOG
V
SRWHQWLDO SXUFKDVLQJ SRZHU� ,I RQH PXOWLSOLHG WKH ;LDQ H[DPSOH DFURVV PDQ\ IDFWRULHV DQG
LQGXVWULDO VHFWRUV� DV ZHOO DV RWKHU DVSLULQJ FRXQWULHV� RQH FRXOG EHJLQ WR YLVXDOL]H ZK\

JOREDO FRQVXPSWLRQ ZDV XQDEOH WR NHHS XS ZLWK JOREDO SURGXFWLRQ���

7KH DUJXPHQW PDNHV OLWWOH VHQVH� DV DQ\ HFRQRPLVW FRXOG SRLQW RXW� 7KH &KLQHVH ZRUNHU
ZKR HDUQV RQO\ D WLQ\ IUDFWLRQ RI KLV $PHULFDQ FRXQWHUSDUW ZLOO OLNHO\ GHPRQVWUDWH
FRPPHQVXUDWHO\ ORZHU SURGXFWLYLW\� (YHQ LI WKLV ZHUH QRW WKH FDVH DQG WKH &KLQHVH
ZRUNHUV
 ZDJHV ZHUH UHSUHVVHG EHORZ ZKDW WKHLU SURGXFWLYLW\ RXJKW WR EULQJ WKHP� WKH

UHVXOW LV D WUDQVIHU LQ SXUFKDVLQJ SRZHU�WR %RHLQJ
V VKDUHKROGHUV DQG WKH &KLQHVH
HPSOR\HUV�DQG QRW D GLPLQXWLRQ RI SXUFKDVLQJ SRZHU� 3HUKDSV *UHLGHU LV WKLQNLQJ WKDW
%RHLQJ
V VKDUHKROGHUV DQG WKH &KLQHVH HPSOR\HUV KDYH D ORZHU SURSHQVLW\ WR FRQVXPH

WKDQ WKH &KLQHVH ZRUNHUV� %XW LI WKLV LV *UHLGHU
V UHDVRQLQJ� ZKHUH LV WKH DUJXPHQW DQG WKH
HYLGHQFH" :KHUH LV WKH JOREDO VXUSOXV LQ VDYLQJV DQG WKH VHFXODU GHFOLQH LQ UHDO LQWHUHVW

UDWHV WKDW ZH ZRXOG VXUHO\ KDYH REVHUYHG LI LQFRPH ZDV VKLIWLQJ IURP ORZ VDYHUV WR KLJK
VDYHUV"

,W PD\ EH XQIDLU WR SLFN RQ *UHLGHU� HVSHFLDOO\ DV VRPH RI KLV RWKHU FRQFOXVLRQV DUH ZRUWK
WDNLQJ VHULRXVO\� %XW WKH PLVXQGHUVWDQGLQJV WKDW KLV ERRN GLVSOD\V DUH FRPPRQSODFH LQ
WKH JOREDOL]DWLRQ GHEDWH DQG GR QRW DGYDQFH LW� 3URIHVVLRQDO HFRQRPLVWV KDYH D GXW\ WR
H[SRVH WKHVH PLVXQGHUVWDQGLQJV DQG H[SOLFDWH WKHP WR D EURDGHU DXGLHQFH� %XW WR EHFRPH
WUXH KRQHVW EURNHUV� HFRQRPLVWV PXVW GHPRQVWUDWH PRUH PRGHVW\� OHVV FRQGHVFHQVLRQ�
DQG D ZLOOLQJQHVV WR EURDGHQ WKHLU IRFXV�

7KH 5ROH RI /DERU $GYRFDWHV

7KHUH VKRXOG EH OLWWOH GRXEW LQ WKH UHDGHU
V PLQG E\ QRZ WKDW , DP V\PSDWKHWLF WR WKH
GLIILFXOWLHV H[SHULHQFHG E\ ZRUNHUV LQ D JOREDOL]HG HFRQRP\� ,QGHHG� ZKHUH ORZ�VNLOOHG RU
OHVV�HGXFDWHG ZRUNHUV DUH FRQFHUQHG� WUDGH RSHUDWHV LQ D OHVV EHQLJQ IDVKLRQ WKDQ PRVW
WUDGH HFRQRPLVWV FRQFHGH� 3ROLF\PDNHUV KDYH WR EH FRJQL]DQW RI WKLV DQG GHVLJQ WKHLU
WUDGH DQG RWKHU SROLFLHV DFFRUGLQJO\� %XW WKHUH LV D PDMRU UHVSRQVLELOLW\ KHUH IRU ODERU
JURXSV DV ZHOO�

7KH SROLWLFDO VDOLHQFH RI ODERU
V YRLFH LQ WKH 8QLWHG 6WDWHV �DQG WR D OHVVHU H[WHQW LQ (XURSH�
LV FXUUHQWO\ GLPLQLVKHG E\ DW OHDVW WKUHH IRUFHV� )LUVW� WKH VDPH SUHVVXUHV WKDW UHGXFH WKH
EDUJDLQLQJ SRZHU RI ODERU LQ WKH ZRUNSODFH DOVR UHGXFH LWV SRZHU LQ WKH SROLWLFDO
PDUNHWSODFH� $V JRYHUQPHQWV LQFUHDVLQJO\ FRPSHWH IRU IRRWORRVH HQWHUSULVHV DQG FDSLWDO�
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WKH LQWHUHVWV RI ZRUNHUV �ZKR DIWHU DOO KDYH QRZKHUH HOVH WR JR� DUH UHOHJDWHG WR VHFRQG
SODFH� �&RPSHWLWLYHQHVV� EHFRPHV DQRWKHU ZRUG IRU ODERU FRVWV� VRPHWKLQJ WKDW FDQ EH
HQKDQFHG E\ VODVKLQJ EHQHILWV DQG ZDJHV� 6HFRQG� WKH H[FHVVLYH DWWDFKPHQW RI ODERU WR D
VLQJOH SROLWLFDO SDUW\ LQ WKH 8QLWHG 6WDWHV �DQG WKH 8QLWHG .LQJGRP� GLPLQLVKHV LWV SROLWLFDO

SRZHU� 3ROLWLFDO SDUWLHV DUH QDWXUDOO\ PRUH UHVSRQVLYH WR WKH LQWHUHVWV RI WKRVH ZKR DUH
UHDG\ WR VKLIW WKHLU DOOHJLDQFHV WR FRPSHWLQJ SDUWLHV WKDQ WKH\ DUH WR WKH LQWHUHVWV RI
FDSWLYH JURXSV��� 7KLUG� WKH UHFHSWLYLW\ RI WKH JHQHUDO SXEOLF WR WKH LGHDV RI ODERU
DGYRFDWHV LV JUHDWO\ UHGXFHG E\ WKH SURWHFWLRQLVW WHQRU WKDW WRR RIWHQ FKDUDFWHUL]HV WKHVH
LGHDV�

/DERU JURXSV FDQQRW GR PXFK DERXW WKH ILUVW RI WKHVH IDFWRUV� 7KH VHFRQG PD\ DOVR EH
GLIILFXOW WR FKDQJH� :KHUH ODERU DGYRFDWHV FDQ PDNH WKH JUHDWHVW GLIIHUHQFH LV LQ
GLVWDQFLQJ WKHPVHOYHV IURP SURWHFWLRQLVW LGHDV� 7KLV ZRXOG UHVXOW LQ WKH DGYRFDF\ RI D
PRUH SUDJPDWLF DQG WKHUHIRUH PRUH SURGXFWLYH DSSURDFK WR WUDGH SROLF\� ,W ZRXOG DOVR OD\
WKH JURXQGZRUN IRU WKH SROLWLFDO UHSRVLWLRQLQJ QHHGHG WR PDNH SROLWLFDO SDUWLHV IURP ERWK
HQGV RI WKH VSHFWUXP FRPSHWH IRU WKH VXSSRUW RI ODERU� +HQFH MHWWLVRQLQJ SURWHFWLRQLVW
LGHDV ZRXOG QRW RQO\ VHUYH ODERU LQWHUHVWV EHWWHU� LW ZRXOG DOVR HQKDQFH ODERU
V SROLWLFDO
SRZHU�

7KHVH SURWHFWLRQLVW LGHDV ILQG H[SUHVVLRQ PRVW IUHTXHQWO\ LQ FRPSODLQWV DERXW �ORZ�ZDJH�
ORZ�FRVW FRPSHWLWLRQ� IURP GHYHORSLQJ FRXQWULHV� %XW VXFK EURDG FRQGHPQDWLRQV RI WUDGH
PLVV WKH PDUN� 7KH\ LJQRUH WKH IDFW WKDW PXFK RI WKH GLIIHUHQFH LQ ODERU FRVWV LV W\SLFDOO\
GXH WR ORZHU OHYHOV RI ODERU SURGXFWLYLW\ LQ WKH H[SRUWLQJ FRXQWULHV� :DJHV LQ D SRRU
H[SRUWLQJ FRXQWU\ WKDW DUH RQH�WHQWK WKH 8�6� OHYHO GR QRW GLVDGYDQWDJH ZRUNHUV LQ WKH
8QLWHG 6WDWHV ZKHQ ODERU SURGXFWLYLW\ LQ WKDW FRXQWU\ LV DOVR ORZHU E\ D IDFWRU RI �����
0RUH EURDGO\� JDSV LQ ODERU FRVWV WKDW DUH GXH WR GLIIHUHQFHV LQ WKH UHODWLYH DEXQGDQFH RI
ODERU DFURVV FRXQWULHV DUH WKH IRXQGDWLRQ IRU WKH JDLQV IURP WUDGH� ,W PDNHV DV OLWWOH VHQVH
WR UHVWULFW WUDGH IRU WKLV UHDVRQ DORQH DV LW GRHV WR UHVWULFW WHFKQRORJLFDO SURJUHVV�

&RQVLGHU� IRU H[DPSOH� WKH IROORZLQJ VWDWHPHQW E\ DQ $)/�&,2 UHSUHVHQWDWLYH�

:H VSHQG D JUHDW GHDO RI WLPH WDONLQJ DERXW IUHH WUDGH DQG FRPSDUDWLYH DGYDQWDJHV� DQG
VR IRUWK� DQG , DP VXUH WKHVH DUH LPSRUWDQW FRQFHSWV DQG FHUWDLQO\ ZH LQ WKH 86 ODERU
PRYHPHQW VXEVFULEH WR WKHP� /DERU KDV EHQHILWHG JUHDWO\ IURP IUHHQHVV DQG IUHH WUDGH�
QRW RQO\ LQWHUQDWLRQDOO\� EXW GRPHVWLFDOO\� IURP WKH FRPSDUDWLYH DGYDQWDJHV WKDW UHVXOW
IURP KDYLQJ D SURGXFWLYH VRFLHW\ DV ODUJH DQG DV GLYHUVH DV ZH GR LQ WKH 8QLWHG 6WDWHV� EXW
WKH $PHULFDQ ODERU PRYHPHQW KDV DOZD\V WDNHQ WKH SRVLWLRQ WKDW� WR WKH PD[LPXP H[WHQW

SRVVLEOH� ODERU FRVWV VKRXOG EH UHPRYHG IURP WKDW HTXDWLRQ� EHFDXVH ODERU LV PRUH WKDQ
MXVW D FRVW RI SURGXFWLRQ� /DERU LQYROYHV KXPDQ GLJQLW\� LW LQYROYHV DQRWKHU ZKROH
GLPHQVLRQ WKDQ GRHV FDSLWDO RU LQWHUHVW RU WKH RWKHU IDFWRUV RI SURGXFWLRQ� DQG LW WKHUHIRUH
KDV WR EH WUHDWHG YHU\ GLIIHUHQWO\ IURP WKHP� >HPSKDVLV DGGHG@��

�5HPRYLQJ ODERU FRVWV IURP WKH HTXDWLRQ�� DV WKLV VWDWHPHQW FDOOV IRU� ZRXOG UHPRYH WKH
SULPDU\ VRXUFH RI FRPSDUDWLYH DGYDQWDJH IRU GHYHORSLQJ FRXQWULHV DQG ZRXOG GHSULYH WKH
8�6� HFRQRP\ RI WKH JDLQV IURP WUDGH DULVLQJ IURP LW�
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7R WKH H[WHQW WKDW WKHUH DUH FRQFHUQV DERXW IDLUQHVV� WKH LVVXH LV QRW ODERU FRVWV SHU VH� EXW
KRZ WKH\ DUH GHWHUPLQHG� 3RSXODU GLVFXVVLRQV RI WUDGH RIWHQ JORVV RYHU WKLV GLVWLQFWLRQ� ,Q
DQ\ FDVH� WKH PDLQ FRPSHWLWLYH WKUHDW WR 8�6� ODERU� H[FHSW LQ VRPH KLJKO\ ODERU�LQWHQVLYH

VHFWRUV� FRPHV IURP ZRUNHUV LQ RWKHU DGYDQFHG FRXQWULHV� PDQ\ RI ZKLFK KDYH ODERU
VWDQGDUGV DQG EHQHILW OHYHOV WKDW DUH VXSHULRU WR WKRVH LQ WKH 8QLWHG 6WDWHV�

+HQFH WKH ODERU PRYHPHQW FDQQRW DIIRUG WR EH�RU WR EH SHUFHLYHG DV EHLQJ�DJDLQVW WUDGH�
7KLV UHTXLUHV UHFRJQLWLRQ E\ ODERU XQLRQV WKDW LPSRUWV JR WRJHWKHU ZLWK H[SRUWV� 2QH

FDQQRW EH LQ IDYRU RI H[SRUWV DQG DJDLQVW LPSRUWV ZLWKRXW FRPPLWWLQJ PHUFDQWLOLVW
IDOODFLHV� 6LPLODUO\� ODERU DGYRFDWHV KDYH WR DFFHSW WKDW WUDGH GHILFLWV DUH WKH FRQVHTXHQFH
RI PDFURHFRQRPLF UHDOLWLHV� WKH\ KDYH OLWWOH WR GR ZLWK WUDGH SROLFLHV DEURDG� DQG WKH\
FDQQRW EH FRUUHFWHG E\ WUDGH UHVWULFWLRQV DW KRPH� 7KH VRRQHU WKH ODERU PRYHPHQW VKHGV

VXFK PLVFRQFHSWLRQV� WKH VRRQHU LW ZLOO ILQG DOOLHV LQ WKH HFRQRPLFV DQG SROLF\ FRPPXQLW\�

/DERU VKRXOG DGYRFDWH D JOREDO HFRQRP\ WKDW FDUULHV D PRUH KXPDQH IDFH�RQH WKDW
UHFRJQL]HV QDWLRQDO GLYHUVLW\ DQG OHDYHV URRP IRU QDWLRQDO GLIIHUHQFHV LQ LQVWLWXWLRQV�
'RPHVWLFDOO\� LW VKRXOG ZRUN WRZDUG ODERU�PDUNHW LQVWLWXWLRQV WKDW HQKDQFH WKH PRELOLW\ RI
ZRUNHUV DQG UHGXFH WKH ULVNV WKH\ IDFH�

7KH 5ROH RI 1DWLRQDO *RYHUQPHQWV

3ROLF\PDNHUV KDYH WR VWHHU D GLIILFXOW PLGGOH FRXUVH EHWZHHQ UHVSRQGLQJ WR WKH FRQFHUQV
GLVFXVVHG KHUH DQG VKHOWHULQJ JURXSV IURP IRUHLJQ FRPSHWLWLRQ WKURXJK SURWHFWLRQLVP� ,
FDQ RIIHU QR KDUG�DQG�IDVW UXOHV KHUH� RQO\ VRPH JXLGLQJ SULQFLSOHV�

6WULNH D %DODQFH EHWZHHQ 2SHQQHVV DQG 'RPHVWLF 1HHGV

7KHUH LV RIWHQ D WUDGH�RII EHWZHHQ PDLQWDLQLQJ RSHQ ERUGHUV WR WUDGH DQG PDLQWDLQLQJ
VRFLDO FRKHVLRQ� :KHQ WKH FRQIOLFW DULVHV�ZKHQ QHZ OLEHUDOL]DWLRQ LQLWLDWLYHV DUH XQGHU
GLVFXVVLRQ� IRU H[DPSOH�LW PDNHV OLWWOH VHQVH WR VDFULILFH VRFLDO FRQFHUQV FRPSOHWHO\ IRU WKH
VDNH RI OLEHUDOL]DWLRQ� 3XW GLIIHUHQWO\� DV SROLF\PDNHUV VRUW RXW HFRQRPLF DQG VRFLDO
REMHFWLYHV� IUHH WUDGH SROLFLHV DUH QRW DXWRPDWLFDOO\ HQWLWOHG WR ILUVW SULRULW\�

7KDQNV WR PDQ\ URXQGV RI PXOWLODWHUDO WUDGH OLEHUDOL]DWLRQ� WDULII DQG QRQWDULII UHVWULFWLRQV
RQ JRRGV DQG PDQ\ VHUYLFHV DUH QRZ DW H[WUHPHO\ ORZ OHYHOV LQ WKH LQGXVWULDO FRXQWULHV�
0RVW PDMRU GHYHORSLQJ FRXQWULHV KDYH DOVR VODVKHG WKHLU WUDGH EDUULHUV� RIWHQ XQLODWHUDOO\
DQG LQ FRQIRUPLW\ ZLWK WKHLU RZQ GRPHVWLF UHIRUPV� 0RVW HFRQRPLVWV ZRXOG DJUHH WKDW
WKH HIILFLHQF\ EHQHILWV RI IXUWKHU UHGXFWLRQV LQ WKHVH H[LVWLQJ EDUULHUV DUH XQOLNHO\ WR EH
ODUJH� ,QGHHG� WKH GLUW\ OLWWOH VHFUHW RI LQWHUQDWLRQDO HFRQRPLFV LV WKDW D WLQ\ ELW RI
SURWHFWLRQ UHGXFHV HIILFLHQF\ RQO\ D WLQ\ ELW� $ ORJLFDO LPSOLFDWLRQ LV WKDW WKH FDVH IRU
IXUWKHU OLEHUDOL]DWLRQ LQ WKH WUDGLWLRQDO DUHD RI PDQXIDFWXUHG JRRGV LV UDWKHU ZHDN���

0RUHRYHU� WKHUH LV D FDVH IRU WDNLQJ JUHDWHU DGYDQWDJH RI WKH :RUOG 7UDGH 2UJDQL]DWLRQ
V
H[LVWLQJ HVFDSH FODXVH� ZKLFK DOORZV FRXQWULHV WR LQVWLWXWH RWKHUZLVH�LOOHJDO WUDGH
UHVWULFWLRQV XQGHU VSHFLILHG FRQGLWLRQV� DV ZHOO DV IRU EURDGHQLQJ WKH VFRSH RI WKHVH
PXOWLODWHUDO VDIHJXDUG DFWLRQV �VHH GLVFXVVLRQ EHORZ�� ,Q UHFHQW \HDUV� WUDGH SROLF\ LQ WKH
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8QLWHG 6WDWHV DQG WKH (XURSHDQ 8QLRQ KDV JRQH LQ D UDWKHU GLIIHUHQW GLUHFWLRQ� ZLWK
LQFUHDVHG XVH RI DQWLGXPSLQJ PHDVXUHV DQG OLPLWHG UHFRXUVH WR HVFDSH FODXVH DFWLRQV� 7KLV
LV OLNHO\ EHFDXVH :72 UXOHV DQG GRPHVWLF OHJLVODWLRQ PDNH WKH SHWLWLRQLQJ LQGXVWU\
V MRE

PXFK HDVLHU LQ DQWLGXPSLQJ FDVHV� WKHUH DUH ORZHU HYLGHQWLDU\ KXUGOHV WKDQ LQ HVFDSH

FODXVH DFWLRQV��� QR GHWHUPLQDWH WLPH OLPLW� DQG QR UHTXLUHPHQW IRU FRPSHQVDWLRQ IRU
DIIHFWHG WUDGH SDUWQHUV� DV WKH HVFDSH FODXVH SURYLGHV� $OVR� HVFDSH FODXVH DFWLRQV� XQOLNH
DQWLGXPSLQJ GXWLHV� UHTXLUH SUHVLGHQWLDO DSSURYDO LQ WKH 8QLWHG 6WDWHV� 7KLV LV DQ

XQGHVLUDEOH VLWXDWLRQ EHFDXVH DQWLGXPSLQJ UXOHV DUH� RQ WKH ZKROH� FRQVLVWHQW QHLWKHU

ZLWK HFRQRPLFV SULQFLSOHV QRU� DV GLVFXVVHG EHORZ� ZLWK IDLUQHVV� 7LJKWHQLQJ WKH UXOHV RQ
DQWLGXPSLQJ LQ FRQMXQFWLRQ ZLWK D UHFRQVLGHUDWLRQ DQG UHLQYLJRUDWLRQ RI WKH HVFDSH FODXVH
PHFKDQLVP ZRXOG PDNH D ORW RI VHQVH���

'R 1RW 1HJOHFW 6RFLDO ,QVXUDQFH

3ROLF\PDNHUV KDYH WR EHDU LQ PLQG WKH LPSRUWDQW UROH WKDW WKH SURYLVLRQ RI VRFLDO
LQVXUDQFH� WKURXJK VRFLDO SURJUDPV� KDV SOD\HG KLVWRULFDOO\ LQ HQDEOLQJ PXOWLODWHUDO
OLEHUDOL]DWLRQ DQG DQ H[SORVLRQ RI ZRUOG WUDGH� $V WKH ZHOIDUH VWDWH LV EHLQJ SUXQHG� WKHUH
LV D UHDO GDQJHU WKDW WKLV FRQWULEXWLRQ ZLOO EH IRUJRWWHQ�

7KLV GRHV QRW PHDQ WKDW ILVFDO SROLF\ KDV WR EH SURIOLJDWH DQG EXGJHW GHILFLWV ODUJH� 1RU
GRHV LW PHDQ D ELJJHU JRYHUQPHQW UROH� (QKDQFHG OHYHOV RI VRFLDO LQVXUDQFH� IRU EHWWHU
ODERU�PDUNHW RXWFRPHV� FDQ EH SURYLGHG LQ PRVW FRXQWULHV ZLWKLQ H[LVWLQJ OHYHOV RI
VSHQGLQJ� 7KLV FDQ EH GRQH� IRU H[DPSOH� E\ VKLIWLQJ WKH FRPSRVLWLRQ RI LQFRPH WUDQVIHUV
IURP ROG�DJH LQVXUDQFH �L�H�� VRFLDO VHFXULW\� WR ODERU�PDUNHW LQVXUDQFH �L�H�� XQHPSOR\PHQW
FRPSHQVDWLRQ� WUDGH DGMXVWPHQW DVVLVWDQFH� WUDLQLQJ SURJUDPV�� %HFDXVH SHQVLRQV W\SLFDOO\
FRQVWLWXWH WKH ODUJHVW LWHP RI VRFLDO VSHQGLQJ LQ WKH DGYDQFHG LQGXVWULDO FRXQWULHV� EHWWHU
WDUJHWLQJ RI WKLV VRUW LV KLJKO\ FRPSDWLEOH ZLWK UHVSRQVLEOH ILVFDO SROLFLHV� *HDULQJ VRFLDO
LQVXUDQFH PRUH GLUHFWO\ WRZDUG ODERU PDUNHWV� ZLWKRXW LQFUHDVLQJ WKH RYHUDOO WD[ EXUGHQ�
ZRXOG EH RQH NH\ VWHS WRZDUG DOOHYLDWLQJ WKH LQVHFXULWLHV DVVRFLDWHG ZLWK JOREDOL]DWLRQ�

7KHUH LV D ZLGHVSUHDG IHHOLQJ LQ PDQ\ FRXQWULHV WKDW� LQ WKH ZRUGV RI 7DQ]L DQG
6FKXNQHFKW� �>V@RFLDO VDIHW\ QHWV KDYH � � � EHHQ WUDQVIRUPHG LQWR XQLYHUVDO EHQHILWV ZLWK
ZLGHVSUHDG IUHH�ULGLQJ EHKDYLRU� DQG VRFLDO LQVXUDQFH KDV IUHTXHQWO\ EHFRPH DQ LQFRPH
VXSSRUW V\VWHP ZLWK VSHFLDO LQWHUHVWV PDNLQJ DQ\ HIIHFWLYH UHIRUP YHU\ GLIILFXOW����
)XUWKHU� �YDULRXV JRYHUQPHQW SHUIRUPDQFH LQGLFDWRUV VXJJHVW WKDW WKH JURZWK LQ VSHQGLQJ
DIWHU ���� PD\ QRW KDYH EURXJKW DERXW VLJQLILFDQWO\ LPSURYHG HFRQRPLF SHUIRUPDQFH RU
JUHDWHU VRFLDO SURJUHVV���� +RZHYHU� VRFLDO VSHQGLQJ KDV KDG WKH LPSRUWDQW IXQFWLRQ RI
EX\LQJ VRFLDO SHDFH� :LWKRXW GLVDJUHHLQJ DERXW WKH QHHG WR HOLPLQDWH ZDVWH DQG UHIRUP LQ
WKH ZHOIDUH VWDWH PRUH EURDGO\� , ZRXOG DUJXH WKDW WKH QHHG IRU VRFLDO LQVXUDQFH GRHV QRW
GHFOLQH EXW UDWKHU LQFUHDVHV DV JOREDO LQWHJUDWLRQ LQFUHDVHV� 6R WKH PHVVDJH WR UHIRUPHUV
RI WKH VRFLDO ZHOIDUH V\VWHP LV� GRQ
W WKURZ WKH EDE\ RXW ZLWK WKH EDWK ZDWHU���

'R 1RW 8VH �&RPSHWLWLYHQHVV� DV DQ ([FXVH IRU 'RPHVWLF 5HIRUP

2QH RI WKH UHDVRQV JOREDOL]DWLRQ JHWV D EDG UDS LV WKDW SROLF\PDNHUV RIWHQ IDOO LQWR WKH
WUDS RI XVLQJ �FRPSHWLWLYHQHVV� DV DQ H[FXVH IRU QHHGHG GRPHVWLF UHIRUPV� /DUJH ILVFDO
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GHILFLWV RU ODJJLQJ GRPHVWLF SURGXFWLYLW\ DUH SUREOHPV WKDW GUDJ OLYLQJ VWDQGDUGV GRZQ LQ
PDQ\ LQGXVWULDO FRXQWULHV DQG ZRXOG GR VR HYHQ LQ FORVHG HFRQRPLHV� ,QGHHG� WKH WHUP

�FRPSHWLWLYHQHVV� LWVHOI LV ODUJHO\ PHDQLQJOHVV ZKHQ DSSOLHG WR ZKROH HFRQRPLHV� XQOHVV LW
LV XVHG WR UHIHU WR WKLQJV WKDW DOUHDG\ KDYH D SURSHU QDPH�VXFK DV SURGXFWLYLW\�
LQYHVWPHQW� DQG HFRQRPLF JURZWK� 7RR RIWHQ� KRZHYHU� WKH QHHG WR UHVROYH ILVFDO RU
SURGXFWLYLW\ SUREOHPV LV SUHVHQWHG WR WKH HOHFWRUDWH DV WKH FRQVHTXHQFH RI JOREDO
FRPSHWLWLYH SUHVVXUHV� 7KLV QRW RQO\ PDNHV WKH UHTXLUHG SROLFLHV D KDUGHU VHOO�ZK\ VKRXOG

ZH DGMXVW MXVW IRU WKH VDNH RI EHFRPLQJ EHWWHU FRPSHWLWRUV DJDLQVW WKH .RUHDQV RU WKH
0H[LFDQV"�LW DOVR HURGHV WKH GRPHVWLF VXSSRUW IRU LQWHUQDWLRQDO WUDGH�LI ZH KDYH WR GR DOO
WKHVH SDLQIXO WKLQJV EHFDXVH RI WUDGH� PD\EH WUDGH LVQ
W VXFK D ZRQGHUIXO WKLQJ DQ\KRZ�

7KH )UHQFK VWULNHV RI ���� DUH D JRRG FDVH LQ SRLQW� :KDW PDGH WKH RSSRVLWLRQ WR WKH
SURSRVHG ILVFDO DQG SHQVLRQ UHIRUPV SDUWLFXODUO\ VDOLHQW ZDV WKH SHUFHSWLRQ WKDW
IXQGDPHQWDO FKDQJHV LQ WKH )UHQFK ZD\ RI OLIH ZHUH EHLQJ LPSRVHG IRU WKH VDNH RI
LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ� 7KH )UHQFK JRYHUQPHQW SUHVHQWHG WKH UHIRUPV DV
UHTXLUHG E\ WKH 0DDVWULFKW FULWHULD� ZKLFK WKH\ ZHUH� %XW SUHVXPDEO\� WKH 0DDVWULFKW

FULWHULD WKHPVHOYHV UHIOHFWHG WKH SROLF\PDNHUV
 EHOLHI WKDW D VPDOOHU ZHOIDUH VWDWH ZRXOG
VHUYH WKHLU HFRQRPLHV EHWWHU LQ WKH ORQJHU UXQ� %\ DQG ODUJH� WKH )UHQFK JRYHUQPHQW GLG

QRW PDNH WKH FDVH IRU UHIRUP RQ LWV RZQ VWUHQJWKV� %\ XVLQJ WKH 0DDVWULFKW FDUG� LW WXUQHG
WKH GLVFXVVLRQ LQWR D GHEDWH RQ (XURSHDQ HFRQRPLF LQWHJUDWLRQ� +HQFH WKH ZLGHVSUHDG

SXEOLF UHDFWLRQ� ZKLFK H[WHQGHG EH\RQG MXVW WKRVH ZRUNHUV ZKRVH IDWHV ZRXOG EH
LPPHGLDWHO\ DIIHFWHG�

7KH OHVVRQ IRU SROLF\PDNHUV LV� GR QRW VHOO UHIRUPV WKDW DUH JRRG IRU ERWK WKH HFRQRP\
DQG WKH FLWL]HQU\ DV UHIRUPV WKDW DUH GLFWDWHG E\ LQWHUQDWLRQDO HFRQRPLF LQWHJUDWLRQ�

'R 1RW $EXVH �)DLUQHVV� &ODLPV LQ 7UDGH

7KH QRWLRQ RI IDLUQHVV LQ WUDGH LV QRW DV YDFXRXV DV PDQ\ HFRQRPLVWV WKLQN� &RQVHTXHQWO\�
QDWLRQV KDYH WKH ULJKW�DQG VKRXOG EH DOORZHG�WR UHVWULFW WUDGH ZKHQ LW FRQIOLFWV ZLWK
ZLGHO\ KHOG QRUPV DW KRPH RU XQGHUPLQHV GRPHVWLF VRFLDO DUUDQJHPHQWV WKDW HQMR\ EURDG

VXSSRUW�

%XW WKHUH LV PXFK WKDW LV GRQH LQ WKH QDPH RI �IDLU WUDGH� WKDW IDOOV IDU VKRUW RI WKLV
FULWHULRQ� 7KHUH DUH WZR VHWV RI SUDFWLFHV LQ SDUWLFXODU WKDW VKRXOG EH LPPHGLDWHO\ VXVSHFW�
2QH FRQFHUQV FRPSODLQWV PDGH DJDLQVW RWKHU QDWLRQV ZKHQ YHU\ VLPLODU SUDFWLFHV DERXQG
DW KRPH� $QWLGXPSLQJ SURFHHGLQJV DUH D FOHDU H[DPSOH� VWDQGDUG EXVLQHVV SUDFWLFHV� VXFK
DV SULFLQJ RYHU WKH OLIH RI D SURGXFW RU SULFLQJ RYHU WKH EXVLQHVV F\FOH� FDQ UHVXOW LQ GXWLHV
EHLQJ LPSRVHG RQ DQ H[SRUWLQJ ILUP� 7KHUH LV QRWKLQJ �XQIDLU� DERXW WKHVH EXVLQHVV
SUDFWLFHV� DV LV PDGH DEXQGDQWO\ FOHDU E\ WKH IDFW WKDW GRPHVWLF ILUPV HQJDJH LQ WKHP DV
ZHOO�

7KH VHFRQG FDWHJRU\ FRQFHUQV FDVHV LQ ZKLFK RWKHU QDWLRQV DUH XQLODWHUDOO\ DVNHG WR
FKDQJH WKHLU GRPHVWLF SUDFWLFHV VR DV WR HTXDOL]H FRPSHWLWLYH FRQGLWLRQV� -DSDQ LV
IUHTXHQWO\ DW WKH UHFHLYLQJ HQG RI VXFK GHPDQGV IURP WKH 8QLWHG 6WDWHV DQG WKH (XURSHDQ
8QLRQ� $ PRUH UHFHQW H[DPSOH FRQFHUQV WKH GHFODUDWLRQ E\ WKH 8�6� 7UDGH 5HSUHVHQWDWLYH
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WKDW FRUUXSWLRQ LQ IRUHLJQ FRXQWULHV ZLOO KHQFHIRUWK EH FRQVLGHUHG DV XQIDLU WUDGH� :KLOH
FRQVLGHUDWLRQV RI IDLUQHVV DQG OHJLWLPDF\ ZLOO JXLGH D FRXQWU\
V RZQ VRFLDO DUUDQJHPHQWV�
HYHQ E\ UHVWULFWLQJ LPSRUWV LI QHHG EH� VXFK FRQVLGHUDWLRQV VKRXOG QRW DOORZ RQH FRXQWU\
WR LPSRVH LWV RZQ LQVWLWXWLRQV RQ RWKHUV� 3URSRQHQWV RI IDLU WUDGH PXVW EHDU WKLV NH\
GLVWLQFWLRQ LQ PLQG� 7KXV� LW LV SHUIHFWO\ OHJLWLPDWH IRU WKH 8QLWHG 6WDWHV WR PDNH LW LOOHJDO
IRU GRPHVWLF ILUPV WR HQJDJH LQ FRUUXSW SUDFWLFHV DEURDG �DV ZDV GRQH ZLWK WKH )RUHLJQ
&RUUXSW 3UDFWLFHV $FW RI ������ ,W LV DOVR OHJLWLPDWH WR QHJRWLDWH D PXOWLODWHUDO VHW RI
SULQFLSOHV ZLWK RWKHU FRXQWULHV LQ WKH 2UJDQL]DWLRQ IRU (FRQRPLF &RRSHUDWLRQ DQG
'HYHORSPHQW �2(&'� ZLWK EURDGO\ VLPLODU QRUPV� ,W PD\ DOVR EH OHJLWLPDWH WR UHVWULFW

LPSRUWV IURP D FRXQWU\ ZKRVH ODERU SUDFWLFHV EURDG VHJPHQWV RI WKH GRPHVWLF SRSXODWLRQ
GHHP RIIHQVLYH� %XW LW LV QRW DFFHSWDEOH WR XQLODWHUDOO\ WKUHDWHQ UHWDOLDWLRQ DJDLQVW RWKHU
FRXQWULHV EHFDXVH WKHLU EXVLQHVV SUDFWLFHV GR QRW FRPSO\ ZLWK GRPHVWLF VWDQGDUGV DW

KRPH LQ RUGHU WR IRUFH WKHVH FRXQWULHV WR DOWHU WKHLU RZQ VWDQGDUGV��� 8VLQJ FODLPV RI
IDLUQHVV WR DGYDQFH FRPSHWLWLYH DLPV LV FRHUFLYH DQG LQKHUHQWO\ FRQWUDGLFWRU\� 7U\LQJ WR
�H[SRUW� QRUPV E\ DVNLQJ RWKHU FRXQWULHV WR DOWHU WKHLU VRFLDO DUUDQJHPHQWV WR PDWFK

GRPHVWLF RQHV LV LQDSSURSULDWH IRU WKH VDPH UHDVRQ�

7KH 5ROH RI ,QWHUQDWLRQDO ,QVWLWXWLRQV

2QH DUHD LQ ZKLFK LQWHUQDWLRQDO FRRSHUDWLRQ FDQ EH KHOSIXO KDV DOUHDG\ EHHQ PHQWLRQHG�
WKH DELOLW\ RI ILUPV WR SOD\ QDWLRQDO WD[ DXWKRULWLHV RII HDFK RWKHU LV D VRXUFH RI QHJDWLYH
FURVV�ERUGHU H[WHUQDOLW\� DV LW XQGHUFXWV WKH UHYHQXH VRXUFHV QHHGHG WR PDLQWDLQ VRFLDO DQG
SROLWLFDO FRKHVLRQ DQG XOWLPDWHO\ HURGHV VXSSRUW IRU IUHH WUDGH� *UHDWHU H[FKDQJH RI
LQIRUPDWLRQ DPRQJ WD[ DXWKRULWLHV ZRXOG EH RQH VPDOO VWHS LQ WKH ULJKW GLUHFWLRQ�
1HJRWLDWLQJ DQ LQWHUQDWLRQDO FRQYHQWLRQ WR UHVWULFW LQWHUQDWLRQDO ILUPV
 DELOLW\ WR HYDGH
WD[DWLRQ YLD IRUHLJQ LQYHVWPHQW ZRXOG FRQVWLWXWH D PRUH DPELWLRXV HIIRUW� EXW RQH WKDW
ZRXOG KDYH D JUHDWHU FKDQFH RI PDNLQJ D GLIIHUHQFH�

7KHUH LV D JURZLQJ UHDOL]DWLRQ DPRQJ JRYHUQPHQWV WKDW VRPHWKLQJ DORQJ WKHVH OLQHV PD\
QHHG WR EH GRQH� &RQFHUQ DERXW WKH UHYHQXH FRQVHTXHQFHV RI WD[ FRPSHWLWLRQ UHFHQWO\ OHG
WKH 2(&' WR VHW XS D WDVN IRUFH �ZLWK SULRULW\ IXQGLQJ� RQ FXUELQJ VXFK FRPSHWLWLRQ
DPRQJ LWV PHPEHU VWDWHV� $V WKH 2(&' VWDWHPHQW UHFRJQL]HV� JOREDOL]DWLRQ �RSHQV XS WKH

ULVN RI FRPSHWLWLYH ELGGLQJ EHWZHHQ FRXQWULHV IRU PRELOH EXVLQHVV�� 7KH WDVN IRUFH
V ILUVW
WDVN LV WR �H[DPLQH FULWHULD IRU GLVWLQJXLVKLQJ EHWZHHQ IDLU DQG KDUPIXO WD[ FRPSHWLWLRQ����
7R EH IXOO\ HIIHFWLYH� VXFK DQ HIIRUW KDV WR HQOLVW WKH FRRSHUDWLRQ RI QRQ�2(&' FRXQWULHV DV
ZHOO� 7KLV LV LPSOLFLW LQ WKH 2(&'
V DSSURDFK� DV LWV WDVN IRUFH LV VODWHG WR ORRN DW SUDFWLFHV
LQ VXFK WD[ KDYHQV DV WKH &D\PDQ ,VODQGV DV ZHOO DV WKH PRUH PRGHVW SUHIHUHQWLDO WD[
UHJLPHV RI FRXQWULHV VXFK DV ,UHODQG� WKH 1HWKHUODQGV� DQG %HOJLXP�

0RUH EURDGO\� WKH DUJXPHQWV PDGH KHUH KDYH WZR VRPHZKDW FRQIOLFWLQJ LPSOLFDWLRQV IRU
PXOWLODWHUDO LQVWLWXWLRQV� 2Q WKH RQH KDQG� WKHVH LQVWLWXWLRQV PXVW HQFRXUDJH JUHDWHU

FRQYHUJHQFH RI SROLFLHV DQG VWDQGDUGV ��GHHS LQWHJUDWLRQ�� DPRQJ ZLOOLQJ FRXQWULHV WR
KHOS UHGXFH WHQVLRQV DULVLQJ IURP GLIIHUHQFHV LQ QDWLRQDO SUDFWLFHV��� 2Q WKH RWKHU� WKH\
PXVW PDNH URRP IRU VHOHFWLYH GLVHQJDJHPHQW IURP PXOWLODWHUDO GLVFLSOLQHV� XQGHU ZHOO�
VSHFLILHG FRQWLQJHQFLHV� IRU FRXQWULHV WKDW QHHG EUHDWKLQJ URRP WR VDWLVI\ GRPHVWLF
UHTXLUHPHQWV WKDW DUH LQ FRQIOLFW ZLWK OLEHUDOL]LQJ WUDGH�
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7KH DSSDUHQW WHQVLRQ EHWZHHQ WKHVH WZR REMHFWLYHV LV SDUWO\ UHFRQFLOHG E\ WKH FDYHDW LQ

WKH SUHYLRXV VHQWHQFH� 7KHVH RUJDQL]DWLRQV ZLOO QHHG WR VHW XS D ZHOO�GHILQHG DQG
PXOWLODWHUDOO\ DJUHHG VHW RI KXUGOHV WKDW PXVW EH FOHDUHG EHIRUH D QDWLRQ FDQ H[HUFLVH WKH
VHOHFWLYH GLVHQJDJHPHQW LQ TXHVWLRQ�EH LW KLJKHU WDULIIV� D TXRWD� RU DQ H[HPSWLRQ IURP
KDUPRQL]DWLRQ UHTXLUHPHQWV� ,Q RWKHU ZRUGV� WKHUH QHHG WR EH PXOWLODWHUDO UXOHV RQ KRZ

RQH FDQ GHSDUW IURP PXOWLODWHUDO UXOHV���

2I FRXUVH� WKLV LV ZKDW WKH HVFDSH FODXVH PHFKDQLVP XQGHU WKH :72� DQG EHIRUH LW WKH
*HQHUDO $JUHHPHQW RQ 7DULIIV DQG 7UDGH �*$77�� LV LQ SULQFLSOH DOO DERXW� %XW WKH
PHFKDQLVP KDV QRW VHUYHG LWV SXUSRVH ZHOO� *RYHUQPHQWV KDYH SUHIHUUHG RWKHU PHDVXUHV
WR WKH *$77
V VDIHJXDUG PHFKDQLVP� +HQFH �JUD\ DUHD� PHDVXUHV� VXFK DV YROXQWDU\ H[SRUW
UHVWUDLQWV �9(5V�� SUROLIHUDWHG EHIRUH WKH 8UXJXD\ 5RXQG HQGHG� DQG WKHUH KDV EHHQ DQ
H[SORVLRQ RI DQWLGXPSLQJ FDVHV� 7KHUH ZHUH RQO\ ��� RIILFLDO VDIHJXDUG DFWLRQV XQGHU WKH
*$77 �WKURXJK ����� EXW PRUH WKDQ ����� DQWLGXPSLQJ FDVHV DW WKH QDWLRQDO OHYHO

EHWZHHQ ���� DQG ���� DORQH��
 $QWLGXPSLQJ SURFHGXUHV DUH WRGD\ HIIHFWLYHO\ VHUYLQJ DV
WKH VDIHJXDUG PHFKDQLVP RI FKRLFH� 7KLV VXEYHUWV WKH WUDGH UHJLPH� JLYHV VDIHJXDUGV D
EDG QDPH� DQG FURZGV RXW DQ HIIHFWLYH RXWOHW IRU OHJLWLPDWH FRQFHUQV�

+HQFH� D UHYDPSHG DQG H[SDQGHG VDIHJXDUGV FODXVH� DORQJ ZLWK WLJKWHU UHVWULFWLRQV RQ WKH
XVH RI DQWLGXPSLQJ� ZRXOG EH ZHOO ZRUWK FRQVLGHULQJ��� %\ EURDGHQLQJ WKH FXUUHQW
$JUHHPHQW RQ 6DIHJXDUGV� :72 PHPEHUV FDQ WKHQ DOOD\ 8�6� DQG (8 IHDUV RI LPSRUW
VXUJHV� ZKLFK KDYH VR IDU SUHYHQWHG WKH UHLQLQJ LQ RI DQWLGXPSLQJ PHDVXUHV�

&XUUHQWO\� WKH $JUHHPHQW RQ 6DIHJXDUGV DOORZV WHPSRUDU\ LQFUHDVHV LQ WUDGH UHVWULFWLRQV
XQGHU D YHU\ QDUURZ VHW RI FRQGLWLRQV� ,W UHTXLUHV D GHWHUPLQDWLRQ WKDW LQFUHDVHG LPSRUWV
�FDXVH RU WKUHDWHQ WR FDXVH VHULRXV LQMXU\ WR WKH GRPHVWLF LQGXVWU\��� DQG WKDW FDXVDOLW\ LV

ILUPO\ HVWDEOLVKHG� )XUWKHUPRUH� LQMXU\ FDQQRW EH DWWULEXWHG VROHO\ WR LPSRUWV LI WKHUH DUH
PXOWLSOH FDXVHV IRU LW��� 6DIHJXDUGV FDQQRW EH DSSOLHG WR GHYHORSLQJ�FRXQWU\ H[SRUWHUV
XQOHVV WKHLU VKDUH RI LPSRUWV RI WKH SURGXFW FRQFHUQHG LV DERYH D JLYHQ WKUHVKROG� $
FRXQWU\ DSSO\LQJ VDIHJXDUG PHDVXUHV KDV WR FRPSHQVDWH WKH DIIHFWHG H[SRUWHUV E\
SURYLGLQJ �HTXLYDOHQW FRQFHVVLRQV�� ODFNLQJ ZKLFK WKH H[SRUWHU LV IUHH WR UHWDOLDWH�

$ EURDGHU LQWHUSUHWDWLRQ RI VDIHJXDUGV ZRXOG DFNQRZOHGJH WKDW FRXQWULHV PD\
OHJLWLPDWHO\ ZLVK WR UHVWULFW WUDGH IRU UHDVRQV JRLQJ EH\RQG FRPSHWLWLYH WKUHDWV WR WKHLU
LQGXVWULHV� 'LVWULEXWLRQDO FRQFHUQV RU FRQIOLFWV ZLWK GRPHVWLF QRUPV RU VRFLDO DUUDQJHPHQWV
DUH DPRQJ VXFK OHJLWLPDWH UHDVRQV� 2QH FRXOG LPDJLQH UHFDVWLQJ WKH FXUUHQW DJUHHPHQW

LQWR DQ $JUHHPHQW RQ 6RFLDO 6DIHJXDUGV� ZKLFK ZRXOG SHUPLW WKH DSSOLFDWLRQ RI VDIHJXDUG
PHDVXUHV XQGHU D EURDGHU UDQJH RI FLUFXPVWDQFHV� 7KLV ZRXOG UHTXLUH UHFDVWLQJ WKH
�VHULRXV LQMXU\� WHVW� , ZRXOG UHSODFH WKH LQMXU\ FULWHULRQ ZLWK DQRWKHU KXUGOH� WKH QHHG WR

GHPRQVWUDWH EURDG GRPHVWLF VXSSRUW� DPRQJ DOO FRQFHUQHG SDUWLHV� IRU WKH SURSRVHG
VDIHJXDUG PHDVXUH�

7R VHH KRZ WKDW PLJKW ZRUN LQ SUDFWLFH� FRQVLGHU ZKDW WKH FXUUHQW DJUHHPHQW VD\V�

$ 0HPEHU PD\ DSSO\ D VDIHJXDUG PHDVXUH RQO\ IROORZLQJ DQ LQYHVWLJDWLRQ E\ WKH
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FRPSHWHQW DXWKRULWLHV RI WKDW 0HPEHU SXUVXDQW WR SURFHGXUHV SUHYLRXVO\ HVWDEOLVKHG DQG
PDGH SXEOLF LQ FRQVRQDQFH ZLWK $UWLFOH ; RI WKH *$77 ����� 7KLV LQYHVWLJDWLRQ VKDOO
LQFOXGH UHDVRQDEOH SXEOLF QRWLFH WR DOO LQWHUHVWHG SDUWLHV DQG SXEOLF KHDULQJV RU RWKHU
DSSURSULDWH PHDQV LQ ZKLFK LPSRUWHUV� H[SRUWHUV DQG RWKHU LQWHUHVWHG SDUWLHV FRXOG

SUHVHQW HYLGHQFH DQG WKHLU YLHZV� LQFOXGLQJ WKH RSSRUWXQLW\ WR UHVSRQG WR WKH

SUHVHQWDWLRQV RI RWKHU SDUWLHV DQG WR VXEPLW WKHLU YLHZV� LQWHU DOLD� DV WR ZKHWKHU RU QRW
WKH DSSOLFDWLRQ RI D VDIHJXDUG PHDVXUH ZRXOG EH LQ WKH SXEOLF LQWHUHVW >HPSKDVLV DGGHG@�
7KH FRPSHWHQW DXWKRULWLHV VKDOO SXEOLVK D UHSRUW VHWWLQJ IRUWK WKHLU ILQGLQJV DQG UHDVRQHG
FRQFOXVLRQV UHDFKHG RQ DOO SHUWLQHQW LVVXHV RI IDFW DQG ODZ�

7KH PDLQ VKRUWFRPLQJ RI WKLV FODXVH LV WKDW ZKLOH LW DOORZV DOO UHOHYDQW JURXSV� H[SRUWHUV
DQG LPSRUWHUV LQ SDUWLFXODU� WR DLU WKHLU YLHZV� LW GRHV QRW DFWXDOO\ FRPSHO WKHP WR GR VR�
&RQVHTXHQWO\� LW UHVXOWV LQ D VWURQJ ELDV LQ WKH GRPHVWLF LQYHVWLJDWLYH SURFHVV WRZDUG WKH
LQWHUHVWV RI LPSRUW�FRPSHWLQJ JURXSV� ZKLFK DUH WKH SHWLWLRQHUV IRU LPSRUW UHOLHI DQG LWV
REYLRXV EHQHILFLDULHV� ,QGHHG� WKLV LV D NH\ SUREOHP ZLWK KHDULQJV LQ DQWLGXPSLQJ
SURFHHGLQJV� ZKHUH WHVWLPRQ\ IURP RWKHU JURXSV EHVLGHV WKH LPSRUW�FRPSHWLQJ LQGXVWU\
LV QRW DOORZHG�

$ NH\ UHIRUP� WKHQ� ZRXOG EH WR UHTXLUH WKRVH FRQGXFWLQJ WKH LQYHVWLJDWLRQV LQ HDFK
FRXQWU\ WR JDWKHU WHVWLPRQ\ DQG YLHZV IURP DOO UHOHYDQW SDUWLHV� LQFOXGLQJ FRQVXPHU DQG
SXEOLF LQWHUHVW JURXSV� LPSRUWHUV RI WKH SURGXFWV FRQFHUQHG� DQG H[SRUWHUV WR WKH DIIHFWHG
FRXQWU\� DQG WR GHWHUPLQH ZKHWKHU WKHUH H[LVWV EURDG VXSSRUW DPRQJ WKHVH JURXSV IRU WKH
DSSOLFDWLRQ RI WKH VDIHJXDUG PHDVXUH LQ TXHVWLRQ� 7KH UHTXLUHPHQW WKDW JURXSV ZKRVH
LQFRPHV ZRXOG EH KXUW E\ LPSRVLQJ WUDGH UHVWULFWLRQV�LPSRUWHUV DQG H[SRUWHUV�EH
FRPSHOOHG WR WHVWLI\ DQG WKDW WKH LQYHVWLJDWLYH ERG\ GHWHUPLQH ZKHWKHU WKHVH JURXSV DOVR
VXSSRUW WKH VDIHJXDUG PHDVXUH ZRXOG HQVXUH WKDW SURWHFWLRQLVP SXUH DQG VLPSOH ZRXOG
QRW KDYH PXFK FKDQFH RI VXFFHVV� $W WKH VDPH WLPH� ZKHQ GHHSO\ DQG ZLGHO\ KHOG VRFLDO
QRUPV DUH DW VWDNH� WKHVH JURXSV DUH XQOLNHO\ WR RSSRVH VDIHJXDUGV LQ D SXEOLF PDQQHU� DV
WKLV ZRXOG HQGDQJHU WKHLU VWDQGLQJ DPRQJ WKH SXEOLF DW ODUJH� ,PDJLQH� IRU H[DPSOH� WKDW
VODYH ODERU LV XVHG LQ SURGXFLQJ JRRGV IRU H[SRUW LQ D JLYHQ FRXQWU\� ,W LV GLIILFXOW WR
EHOLHYH WKDW H[SRUWHUV WR WKDW FRXQWU\ ZRXOG SXEOLFO\ GHIHQG WUDGH ZLWK LW�

7KH PDLQ DGYDQWDJH RI WKH SURSRVHG SURFHGXUH LV WKDW LW ZRXOG IRUFH D SXEOLF GHEDWH RQ
WKH OHJLWLPDF\ RI WUDGH DQG RQ WKH DSSURSULDWHQHVV RI UHVWULFWLQJ LW� ,W HQVXUHV WKDW DOO VLGHV
ZRXOG EH KHDUG� 7KLV UDUHO\ KDSSHQV LQ SUDFWLFH� XQOHVV WKH WUDGH SDUWQHU LQ TXHVWLRQ LV DQ
LPSRUWDQW RQH��� 7KLV SURFHGXUH FRXOG DOVR EH FRPSOHPHQWHG ZLWK D VWUHQJWKHQHG
PRQLWRULQJ DQG VXUYHLOODQFH UROH IRU WKH :72 WR HQVXUH WKDW GRPHVWLF SURFHGXUHV DUH LQ
FRPSOLDQFH ZLWK WKH H[SDQGHG VDIHJXDUG FODXVH� $Q DXWRPDWLF VXQVHW FODXVH FRXOG HQVXUH
WKDW WUDGH UHVWULFWLRQV GR QRW EHFRPH HQWUHQFKHG ORQJ DIWHU WKHLU SHUFHLYHG QHHG KDV
GLVDSSHDUHG�

%URDGHQLQJ VDIHJXDUG DFWLRQV LQ WKLV PDQQHU ZRXOG QRW EH ZLWKRXW LWV ULVNV� 2QH KDV WR
WDNH LQWR DFFRXQW WKH SRVVLELOLW\ WKDW WKH QHZ SURFHGXUHV ZRXOG EH DEXVHG IRU
SURWHFWLRQLVW HQGV DQG WKDW WKH GRRU WR XQLODWHUDO DFWLRQ RQ D EURDG IURQW ZRXOG EH
RSHQHG� GHVSLWH WKH KLJK WKUHVKROG HQYLVDJHG KHUH� %XW LQDFWLRQ LV QRW ZLWKRXW ULVN HLWKHU�
$EVHQW FUHDWLYH WKLQNLQJ DQG QRYHO LQVWLWXWLRQDO GHVLJQV� WKH WHQVLRQV FUHDWHG E\
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JOREDOL]DWLRQ PD\ VSDUN D QHZ VHW RI �JUD\ DUHD� PHDVXUHV HQWLUHO\ RXWVLGH PXOWLODWHUDO
GLVFLSOLQHV� 7KDW ZRXOG EH IDU ZRUVH WKDQ WKH UHYLVHG VDIHJXDUG UHJLPH GHVFULEHG KHUH�

&RQFOXGLQJ 5HPDUNV

*OREDOL]DWLRQ LV QRW RFFXUULQJ LQ D YDFXXP� ,W LV SDUW RI D EURDGHU WUHQG WKDW ZH PD\ FDOO
PDUNHWL]DWLRQ� 5HFHGLQJ JRYHUQPHQW� GHUHJXODWLRQ� DQG WKH VKULQNLQJ RI VRFLDO REOLJDWLRQV
DUH WKH GRPHVWLF FRXQWHUSDUWV RI WKH LQWHUWZLQLQJ RI QDWLRQDO HFRQRPLHV� *OREDOL]DWLRQ
FRXOG QRW KDYH DGYDQFHG WKLV IDU ZLWKRXW WKHVH FRPSOHPHQWDU\ IRUFHV� 7KH EURDGHU
FKDOOHQJH IRU WKH ��VW FHQWXU\ LV WR HQJLQHHU D QHZ EDODQFH EHWZHHQ PDUNHW DQG VRFLHW\�
RQH WKDW ZLOO FRQWLQXH WR XQOHDVK WKH FUHDWLYH HQHUJLHV RI SULYDWH HQWUHSUHQHXUVKLS
ZLWKRXW HURGLQJ WKH VRFLDO EDVLV RI FRRSHUDWLRQ�

7KH WHQVLRQV EHWZHHQ JOREDOL]DWLRQ DQG VRFLDO FRKHVLRQ DUH UHDO� DQG WKH\ DUH XQOLNHO\ WR
GLVDSSHDU RI WKHLU RZQ DFFRUG� 7KH SURSRVDOV LQ WKLV DUWLFOH DUH OLWWOH PRUH WKDQ D
EHJLQQLQJ� DQG SHUKDSV QRW HYHQ WKDW� 7KHUH LV QR PDJLF IRUPXOD WKDW FDQ EH DSSOLHG�
,QGHHG� SDUW RI WKH GLIILFXOW\ LQ WKLQNLQJ SUHVFULSWLYHO\ DERXW WKHVH LVVXHV LV WKDW VRPH RI
WKH EDVLF DQDO\WLFDO DQG HPSLULFDO ZRUN RQ WKH FRQVHTXHQFHV RI JOREDOL]DWLRQ UHPDLQV WR
EH GRQH� &RQWUDU\ WR ZKDW PDQ\ HFRQRPLVWV EHOLHYH� ZH ODFN D IXOO XQGHUVWDQGLQJ RI KRZ
JOREDOL]DWLRQ ZRUNV�

�:KDW LV DFWXDOO\ UHTXLUHG WR PDNH SURJUHVV ZLWK QRYHO SUREOHPV D VRFLHW\ HQFRXQWHUV��
ZULWHV $OEHUW +LUVFKPDQ� �LV SROLWLFDO HQWUHSUHQHXUVKLS� LPDJLQDWLRQ� SDWLHQFH KHUH�
LPSDWLHQFH WKHUH� DQG RWKHU YDULHWLHV RI YLUWX DQG IRUWXQD���� :H QHHG DOO RI WKHVH� SOXV D
JRRG GRVH RI SUDJPDWLVP� WR PDNH SURJUHVV RQ WKH FKDOOHQJHV DKHDG�

$EULGJHG IURP +DV *OREDOL]DWLRQ *RQH 7RR )RU" E\ 'DQL 5RGULN &RS\ULJKW ���� E\ WKH ,QVWLWXWH IRU
,QWHUQDWLRQDO (FRQRPLFV�:DVKLQJWRQ� '�&� $OO ULJKWV UHVHUYHG� )RU IXUWKHU LQIRUPDWLRQ DERXW WKH ERRN FDOO
���������������

1RWHV

�� 6HH WKH SHUFHSWLYH FROXPQ E\ 7KRPDV /� )ULHGPDQ� �'RQ
W /HDYH *OREDOL]DWLRQ
V /RVHUV 2XW RI 0LQG��
,QWHUQDWLRQDO +HUDOG 7ULEXQH� -XO\ ��� ����� )ULHGPDQ VWUHVVHV WKDW WKH UHFHQW VDOLHQFH RI VXFK DSSDUHQWO\
GLYHUVH SROLWLFDO PRYHPHQWV DV WKDW RI 3DWULFN %XFKDQDQ LQ WKH 8QLWHG 6WDWHV� &RPPXQLVWV LQ 5XVVLD� DQG
WKH ,VODPLVWV LQ

7XUNH\ PD\ EH GXH WR D FRPPRQ URRW� D EDFNODVK DJDLQVW JOREDOL]DWLRQ� , WKDQN 5REHUW :DGH IRU EULQJLQJ
)ULHGPDQ
V SLHFH WR P\ DWWHQWLRQ� �� 7KH FKHHUOHDGHUV RQ WKH VLGH RI JOREDOL]DWLRQ VRPHWLPHV PDNH IRU
VWUDQJH EHGIHOORZV WRR� &RQVLGHU� IRU H[DPSOH� WKH SKLORVRSK\ RI DQ RUJDQL]DWLRQ FDOOHG WKH *OREDO
$ZDUHQHVV 6RFLHW\ ,QWHUQDWLRQDO� �*OREDOL]DWLRQ KDV PDGH SRVVLEOH ZKDW ZDV RQFH PHUHO\ D YLVLRQ� WKH

SHRSOH RI RXU ZRUOG XQLWHG WRJHWKHU XQGHU WKH URRI RI RQH *OREDO 9LOODJH�� 6HH� IRU H[DPSOH� $PLWDL
(W]LRQL� 7KH 6SLULW RI &RPPXQLW\� 7KH 5HLQYHQWLRQ RI $PHULFDQ 6RFLHW\ �1HZ <RUN� 1<� 6LPRQ 	 6FKXVWHU�
������ 0LFKDHO -� 6DQGHO� 'HPRFUDF\ 
V 'LVFRQWHQW� $PHULFD LQ 6HDUFK RI D 3XEOLF 3KLORVRSK\ �&DPEULGJH�
0$� +DUYDUG 8QLYHUVLW\ 3UHVV� ������ �� 6HH DOVR (WKDQ .DSVWHLQ � �:RUNHUV DQG WKH :RUOG (FRQRP\��

)RUHLJQ $IIDLUV� ���� �0D\�-XQH ,����� 5D\PRQG 9HUQRQ� �,Q WKH +XUULFDQH
V (\H� 0XOWLQDWLRQDO (QWHUSULVHV
LQ WKH 1H[W &HQWXU\�� XQSXEOLVKHG PDQXVFULSW� +DUYDUG 8QLYHUVLW\� .DSVWHLQ DUJXHV WKDW D EDFNODVK IURP
ODERU LV OLNHO\ XQOHVV SROLF\PDNHUV WDNH D PRUH DFWLYH UROH LQ PDQDJLQJ WKHLU HFRQRPLHV� 9HUQRQ DUJXHV

WKDW ZH PLJKW EH DW WKH WKUHVKROG RI D JOREDO UHDFWLRQ DJDLQVW WKH SHUYDVLYH UROH RI PXOWLQDWLRQDO
HQWHUSULVHV�
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�� -DJGLVK %KDJZDWL DQG 3DXO .UXJPDQ DUH WZR HFRQRPLVWV ZKR KDYH EHHQ WLUHOHVV LQ H[SRVLQJ FRPPRQ

IDOODFLHV LQ GLVFXVVLRQV RQ LQWHUQDWLRQDO WUDGH� 6HH� LQ SDUWLFXODU� -DJGLVK 1� %KDJZDWL� 3URWHFWLRQLVP
�&DPEULGJH� 0$� 0,7 3UHVV� ������ 3DXO .UXJPDQ� 3RS ,QWHUQDWLRQDOLVP �&DPEULGJH� 0$� 0,7 3UHVV� ������

�� :KHQ , PHQWLRQ �HFRQRPLVWV� KHUH� , DP� RI FRXUVH� UHIHUULQJ WR PDLQVWUHDP HFRQRPLFV� DV UHSUHVHQWHG
E\ QHRFODVVLFDO HFRQRPLVWV �RI ZKLFK , FRXQW P\VHOI DV RQH��

�� &OLQH SURYLGHV DQ H[FHOOHQW UHYLHZ RI WKH OLWHUDWXUH� :LOOLDP 5� &OLQH� 7UDGH DQG :DJH ,QHTXDOLW\
�:DVKLQJWRQ� '�&�� ,QVWLWXWH IRU ,QWHUQDWLRQDO (FRQRPLFV� ������ 6HH DOVR 6XVDQ &ROOLQV� HG�� ,PSRUWV�
([SRUWV� DQG WKH $PHULFDQ :RUNHU �:DVKLQJWRQ� '�&�� %URRNLQJV ,QVWLWXWLRQ� ������

�� 2XWVRXUFLQJ UHIHUV WR FRPSDQLHV
 SUDFWLFH RI VXEFRQWUDFWLQJ SDUW RI WKH SURGXFWLRQ SURFHVV�W\SLFDOO\ WKH
PRVW ODERU�LQWHQVLYH DQG OHDVW VNLOO�LQWHQVLYH SDUWV�WR ILUPV LQ RWKHU FRXQWULHV ZLWK ORZHU FRVWV�

�� -HIIUH\ :LOOLDPVRQ� �*OREDOL]DWLRQ DQG ,QHTXDOLW\ 7KHQ DQG 1RZ� 7KH /DWH O�WK DQG /DWH ��WK &HQWXULHV
&RPSDUHG�� :RUNLQJ 3DSHU 1R� ����� 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK� ����� �� ,ELG�

��� ,ELG�� S� ��� ��� ,ELG�� S� �� ��� ,ELG�� S� ���

��� 'RXJODV $� ,UZLQ� �7KH 8QLWHG 6WDWHV LQ D 1HZ *OREDO (FRQRP\� $ &HQWXU\
V 3HUVSHFWLYH�� $PHULFDQ

(FRQRPLF 5HYLHZ 3DSHUV DQG 3URFHHGLQJV� ���� �0D\ ������ ���

��� %HUQDUG 5� &ULFN� ,Q 'HIHQFH RI 3ROLWLFV �&KLFDJR� ,/� 8QLYHUVLW\ RI &KLFDJR 3UHVV�

������ S� ���

��� $OEHUW 2� +LUVFKPDQ� �6RFLDO &RQIOLFW DV 3LOODU RI 'HPRFUDWLF 6RFLHW\�� 3ROLWLFDO 7KHRU\� ���� �0D\ ������
���

��� +HUH WKH GHEDWH RQ JOREDOL]DWLRQ MRLQV WKH GHEDWH RQ VRFLDO FDSLWDO� 5REHUW 3XWQDP� �7KH 6WUDQJH

'LVDSSHDUDQFH RI &LYLF $PHULFD�� 7KH $PHULFDQ 3URVSHFW� �� �:LQWHU ������ ������ 3XWQDP GRFXPHQWV D
VLJQLILFDQW GHFOLQH LQ FLYLF SDUWLFLSDWLRQ LQ WKH 8QLWHG 6WDWHV� DQG DWWULEXWHV LW� LQ ODUJH SDUW� WR WHOHYLVLRQ�
7KHUH LV QRZ FRQVLGHUDEOH HPSLULFDO HYLGHQFH WKDW VXJJHVWV VRFLDO IUDJPHQWDWLRQ LV GHWULPHQWDO WR
HFRQRPLF SHUIRUPDQFH� $OHVLQD DQG 5RGULN� DPRQJ RWKHUV� VKRZ WKDW LQFRPH LQHTXDOLW\ UHGXFHV
VXEVHTXHQW HFRQRPLF JURZWK� .QDFN DQG .HHIHU ILQG OHYHOV RI VRFLDO WUXVW WR EH SRVLWLYHO\ FRUUHODWHG ZLWK
LQYHVWPHQW� DQG (DVWHUO\ DQG /HYLQH

ILQG D VWURQJ QHJDWLYH FRUUHODWLRQ EHWZHHQ DQ LQGH[ RI HWKQROLQJXLVWLF IUDJPHQWDWLRQ DQG VXEVHTXHQW
OHYHOV RI HFRQRPLF JURZWK� $OEHUWR $OHVLQD DQG 'DQL 5RGULN� �'LVWULEXWLYH 3ROLWLFV DQG (FRQRPLF *URZWK��
4XDUWHUO\ -RXUQDO RI (FRQRPLFV� ����� �0D\ ������ �������� 6WHSKHQ .QDFN DQG 3KLOLS .HHIHU� �'RHV 6RFLDO
&DSLWDO +DYH DQ (FRQRPLF 3D\RII" $ &URVV�&RXQWU\ ,QYHVWLJDWLRQ�� XQSXEOLVKHG SDSHU� $PHULFDQ 8QLYHUVLW\�
����� :LOOLDP (DVWHUO\ DQG 5RVV /HYLQH� �$IULFD
V *URZWK 7UDJHG\� 3ROLFLHV DQG (WKQLF 'LYLVLRQV��
XQSXEOLVKHG SDSHU� :RUOG %DQN� :DVKLQJWRQ� '�&�� �����

��� -RUJH &DVWDQHGD� �0H[LFR
V &LUFOH RI 0LVHU\�� )RUHLJQ $IIDLUV� ���� �-XO\�$XJXVW ������ ������� ��� ,ELG��
S� ��� ��� ,ELG�� S� ����

��� .DUO 3RO\DQL� 7KH *UHDW 7UDQVIRUPDWLRQ �%RVWRQ� 0$� %HDFRQ 3UHVV� ������ ��� -RKQ *� 5XJJLH� �$W
+RPH $EURDG� $EURDG DW +RPH� ,QWHUQDWLRQDO /LEHUDOL]DWLRQ DQG 'RPHVWLF 6WDELOLW\ LQ WKH 1HZ :RUOG

(FRQRP\�� 0LOOHQQLXP� -RXUQDO RI ,QWHUQDWLRQDO 6WXGLHV� ���� ������� ����

��� $V H[SUHVVHG E\ $YLQDVK 'L[LW LQ KLV FRPPHQWV RQ DQ HDUOLHU GUDIW� �'HVLJQLQJ PRUH HIILFLHQW V\VWHPV RI
VRFLDO LQVXUDQFH� WDLORUHG WR WKH SDUWLFXODU VKRFNV WKDW PDWWHU WR SDUWLFXODU FRXQWULHV� ZKLFK ZLOO DOORZ WKHP
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WR VHFXUH PRUH RI WKH EHQHILWV RI LQWHJUDWLRQ DQG VXIIHU OHVV RI WKH VRFLDO FRVWV RI LW� LV MXVW WKH ULJKW NLQG RI
WDVN IRU HFRQRPLVWV��

��� :LOOLDP *UHLGHU� 2QH :RUOG� 5HDG\ RU 1RW�7KH 0DQLF /RJLF RI *OREDO &DSLWDOLVP �1HZ <RUN� 1<� 6LPRQ
	 6FKXVWHU� ������ ��� ,ELG�� S� ���� ��� ,ELG�� S� ���� ��� ,ELG�� S� ����

��� 6HH 'L[LW DQG /RQGUHJDQ IRU D WKHRUHWLFDO PRGHO WKDW H[SOLFDWHV WKLV RXWFRPH� $YLQDVK 'L[LW DQG -RKQ
/RQGUHJDQ��7KH 'HWHUPLQDQWV RI 6XFFHVV RI 6SHFLDO ,QWHUHVWV LQ 5HGLVWULEXWLYH 3ROLWLFV�� -RXUQDO RI 3ROLWLFV
�IRUWKFRPLQJ�� ��� )UHHPDQ ILQGV WKDW DSSUR[LPDWHO\ �� SHUFHQW RI WKH GLIIHUHQFH LQ KRXUO\ SD\ EHWZHHQ
WKH 8QLWHG 6WDWHV DQG 0H[LFR LV DFFRXQWHG IRU E\ GLIIHUHQFHV LQ WKH VNLOO PL[ RI ODERU LQ WKH WZR FRXQWULHV
DQG E\ GLIIHUHQFHV LQ WKH SXUFKDVLQJ SRZHU RI ZDJHV� 5LFKDUG )UHHPDQ� �$ *OREDO /DERU 0DUNHW"
'LIIHUHQFHV LQ :DJHV DPRQJ &RXQWULHV LQ WKH ����V�� XQSXEOLVKHG SDSHU� �����

��� &LWHG E\ 'DYLG :� /HHEURQ� �/\LQJ 'RZQ ZLWK 3URFUXVWHV� $Q $QDO\VLV RI +DUPRQL]DWLRQ &ODLPV�� LQ
-DJGLVK 1� %KDJZDWL DQG 5REHUW (� +XGHF� )DLU 7UDGH DQG +DUPRQL]DWLRQ� 3UHUHTXLVLWHV IRU )UHH 7UDGH" 9RO�
�� (FRQRPLF $QDO\VLV �&DPEULGJH� 0$� 0,7 3UHVV� ������

��� 2I FRXUVH� VLQFH WUDGH EDUULHUV DUH VWLOO KLJKHU HOVHZKHUH WKDQ LQ WKH 8QLWHG 6WDWHV� PXOWLODWHUDO
OLEHUDOL]DWLRQ ZRXOG JHQHUDWH UHODWLYHO\ JUHDWHU WUDGH RSSRUWXQLWLHV IRU WKH 8QLWHG 6WDWHV� 6HH %HUJVWHQ IRU
DQ DUJXPHQW WKDW HPSKDVL]HV WKLV �DV\PPHWULF� QDWXUH RI WKH EHQHILWV� &� )UHG %HUJVWHQ� �*OREDOL]LQJ )UHH
7UDGH�� )RUHLJQ $IIDLUV� ���� �0D\�-XQH ������ ��������

��� ,Q WKH 8QLWHG 6WDWHV� HVFDSH FODXVH DFWLRQ UHTXLUHV GHPRQVWUDWLRQ RI �VHULRXV LQMXU\� UDWKHU WKDQ
�PDWHULDO LQMXU\�� WKH ODWWHU EHLQJ WKH ORZHU WKUHVKROG� ZKLFK DSSOLHV WR DQWLGXPSLQJ� :72 UXOHV DOVR

UHTXLUH WKDW HVFDSH FODXVH DFWLRQV EH QRQGLVFULPLQDWRU\� XQOLNH DQWLGXPSLQJ� ZKLFK FDQ DSSO\ WR DQ\

SDUWLFXODU H[SRUWLQJ FRXQWU\� 2I FRXUVH� DQ DQWLGXPSLQJ DFWLRQ UHTXLUHV D GHPRQVWUDWLRQ WKDW WKHUH LV
GXPSLQJ� EXW LQ SUDFWLFH 8�6� &RPPHUFH 'HSDUWPHQW FULWHULD IRU ZKDW FRQVWLWXWHV �GXPSLQJ� DUH QRW DW DOO
UHVWULFWLYH�

��� 7KLV ZDV RQH RI WKH RSWLRQV FRQVLGHUHG E\ 6FKRWW� -HIIUH\ -� 6FKRWW� 7KH *OREDO 7UDGH 1HJRWLDWLRQV�
:KDW &DQ %H $FKLHYHG" 3ROLF\ $QDO\VHV LQ ,QWHUQDWLRQDO (FRQRPLFV� �� �:DVKLQJWRQ� '�&�� ,QVWLWXWH IRU
,QWHUQDWLRQDO (FRQRPLFV� ������

��� 9LWR 7DQ]L DQG /XGJHU 6FKXNQHFKW� �7KH *URZWK RI *RYHUQPHQW DQG WKH 5HIRUP RI WKH 6WDWH LQ
,QGXVWULDO &RXQWULHV�� ,0) :RUNLQJ 3DSHU :3�������� :DVKLQJWRQ� '�&�� ,QWHUQDWLRQDO 0RQHWDU\ )XQG�

����� S� ��� ��� ,ELG�� S� ���

��� 0DQ\ HFRQRPLVWV ZRXOG DJUHH WKDW WKH DPRXQW RI UHVRXUFHV QHHGHG WR NHHS WKH PRVW GLVDGYDQWDJHG
IURP IDOOLQJ WKURXJK WKH FUDFNV LV DFWXDOO\ QRW WKDW ELJ� .UXJPDQ FLWHV D ILJXUH RI � SHUFHQW RI *'3� ,Q
DEVROXWH WHUPV� WKLV LV� RI FRXUVH� D ORW RI PRQH\� EXW LW LV OHVV WKDQ KDOI RI ZKDW DQ DYHUDJH 2(&' FRXQWU\
VSHQGV RQ VHUYLFLQJ WKH SXEOLF GHEW HDFK \HDU� .UXJPDQ� RS� FLW�

��� ,W PD\ EH WKDW UHVWULFWLQJ LPSRUWV ZLOO FDXVH WKH H[SRUWLQJ FRXQWU\ WR DOWHU LWV SUDFWLFHV� LUUHVSHFWLYH RI
ZKHWKHU WKDW ZDV WKH VWDWHG JRDO RI WKH SROLF\� %XW WKDW GRHV QRW PDNH WKH GLVWLQFWLRQ DQ\ OHVV YDOLG� 7KH
PRWLYHV WKDW GULYH WUDGH SROLF\ LQ WKH DGYDQFHG LQGXVWULDO FRXQWULHV DUH XVXDOO\ WUDQVSDUHQW� 7KHUH LV OLWWOH
GRXEW WKDW WKH )RUHLJQ &RUUXSW 3UDFWLFHV $FW RI ����� IRU H[DPSOH� ZDV PRWLYDWHG E\ GRPHVWLF HWKLFDO
FRQVLGHUDWLRQV� ZKLOH PDQ\ 8�6� DQG (XURSHDQ FRPSODLQWV DJDLQVW -DSDQ DQG VRPH GHYHORSLQJ FRXQWULHV

DUH FOHDUO\ GULYHQ E\ D GHVLUH WR PDNH �WKHP� PRUH OLNH �XV�� +RZ IRUHLJQ WUDGH SDUWQHUV FKRRVH WR UHDFW WR
SROLFLHV RI WKH ILUVW NLQG �WKH �OHJLWLPDWH� DFWLRQV� WKDW LV� LV WKHLU RZQ EXVLQHVV� ��� 7KH TXRWHV DUH IURP WKH
2(&'
V ,QWHUQHW VWDWHPHQW RQ WKH SURMHFW �VHH ZZZ�RHFG�RUJ�GDI�ID�WD[FRPS�KWP� )LQDQFLDO 7LPHV� -DQXDU\
��� ����� S� ��� ��� )LQDQFLDO 7LPHV� -DQXDU\ ��� ����� S� ���

��� /DZUHQFH� %UHVVDQG� DQG ,WR DUJXH IRU WKH FUHDWLRQ RI D VHULHV RI �FOXEV� DPRQJ SDUWQHUV ZLOOLQJ WR
HQJDJH LQ GHHSHU LQWHJUDWLRQ LQ DUHDV QRW ZHOO FRYHUHG LQ WKH :72�VXFK DV FRPSHWLWLRQ SROLF\ RU
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HQYLURQPHQW� 7KLV ZRXOG EH D GHSDUWXUH IURP XQFRQGLWLRQDO PXOWLODWHUDOLVP DQG ZRXOG ULVN
LQVWLWXWLRQDOL]LQJ GLVFULPLQDWRU\ WUHDWPHQW RI WUDGH SDUWQHUV� , ZRXOG SUHIHU WR VHH WKH :72 XVHG IRU WKHVH
QHZ DUHDV� ZLWK D PRUH HIIHFWLYH HVFDSH FODXVH DV D VDIHW\ YDOYH� 5REHUW =� /DZUHQFH� $OEHUW %UHVVDQG� DQG
7DNDWRVKL ,WR� $ 9LVLRQ IRU WKH :RUOG (FRQRP\� 2SHQQHVV� 'LYHUVLW\� DQG &RKHVLRQ �:DVKLQJWRQ� '�&��
%URRNLQJV ,QVWLWXWLRQ� ������

��� ,W LV UHFRJQL]HG LQ WKH WKHRU\ RI UHSHDWHG JDPHV WKDW VXVWDLQLQJ FRRSHUDWLRQ DPRQJ SOD\HUV
WKURXJKRXW D ORQJ �LQILQLWH� KRUL]RQ ZKHQ WKHUH DUH VKRFNV WR WKH V\VWHP PD\ UHTXLUH SHULRGV RI
�QRQFRRSHUDWLRQ�
 $Q DSSURSULDWH PXOWLODWHUDO WUDGLQJ UHJLPH ZLOO UHFRJQL]H WKLV DQG LQFRUSRUDWH �VDIHW\
YDOYHV� LQWR LWV UXOHVWKDW LV� H[HPSWLRQV IURP LWV UHTXLUHPHQWV XQGHU VSHFLILHG FRQWLQJHQFLHV� 6HH %DJZHOO
DQG 6WDLJHU IRU D IRUPDO PRGHO WKDW MXVWLILHV WKH HVFDSH FODXVH LQ WKHVH WHUPV� ,Q WKH FRQWH[W RI VXFK
PRGHOV� P\ DUJXPHQW LV WKDW VRFLDO FRQIOLFWV UHVXOW LQ D JUHDWHU WHPSWDWLRQ WR �GHIHFW� GXULQJ EDG WLPHV
DQG KHQFH UHTXLUH D PRUH DFFHVVLEOH HVFDSH FODXVH WR UHQGHU ORQJ�WHUP FRRSHUDWLRQ VXVWDLQDEOH� .\OH

%DJZHOO DQG 5REHUW :� 6WDLJHU� �$ 7KHRU\ RI 0DQDJHG 7UDGH�
 $PHULFDQ (FRQRPLF 5HYLHZ� � ������� ����
����

��� %HUQDUG 0� +RHNPDQ DQG 0LFKDHO 0� .RVWHFNL� �7KH 3ROLWLFDO (FRQRP\ RI WKH

:RUOG 7UDGLQJ 6\VWHP�� XQSXEOLVKHG ERRN PDQXVFULSW� ����� FKDSWHU �� ��� $ UHIXUELVKHG HVFDSH FODXVH�
XQGHU ZKLFK DOO WUDGH UHOLHI ZRXOG EH FHQWHUHG� ZDV SURSRVHG LQ +XIEDXHU DQG 5RVHQ� *DU\ &� +XIEDXHU
DQG +RZDUG )� 5RVHQ� 7UDGH 3ROLF\ IRU 7URXEOHG ,QGXVWULHV� 3ROLF\ $QDO\VHV LQ ,QWHUQDWLRQDO (FRQRPLFV� ��
�:DVKLQJWRQ� '�&�� ,QVWLWXWH IRU ,QWHUQDWLRQDO (FRQRPLFV� ������ 6HH DOVR 3HUH]�/RSH] IRU D VLPLODU
DSSURDFK� -RUJH )� 3HUH]�/RSH]� �&DVH IRU D *$77 &RGH RQ 7HPSRUDU\ 0HDVXUHV�� 7KH :RUOG (FRQRP\� ����
�0DUFK ������ ������ 0\ GLVFXVVLRQ RI WKH H[SDQGHG VDIHJXDUGV FODXVH LV EDVHG RQ HDUOLHU ZRUN UHSRUWHG
LQ 'DQL 5RGULN� �'HYHORSLQJ &RXQWULHV DIWHU WKH 8UXJXD\ 5RXQG�� LQ 81 &RQIHUHQFH RQ 7UDGH DQG
'HYHORSPHQW� ,QWHUQDWLRQDO DQG 0RQHWDU\ ,VVXHV IRU WKH ����V� 9RO� � �1HZ <RUN� 1<� 8QLWHG 1DWLRQV�
������

��� 6HULRXV LQMXU\ LV GHILQHG DV �D VLJQLILFDQW RYHUDOO LPSDLUPHQW LQ WKH SRVLWLRQ RI D GRPHVWLF LQGXVWU\��

��� $FFRUGLQJ WR WKH DJUHHPHQW� :KHQ IDFWRUV RWKHU WKDQ LQFUHDVHG LPSRUWV DUH FDXVLQJ LQMXU\ WR WKH
GRPHVWLF LQGXVWU\ DW WKH VDPH WLPH� VXFK LQMXU\ VKDOO QRW EH DWWULEXWHG WR LQFUHDVHG LPSRUWV��

��� 7KH SXEOLF GHEDWH WKDW VXUURXQGV WKH 8�6� SUHVLGHQW
V DQQXDO GHFLVLRQ RQ ZKHWKHU WR H[WHQG &KLQD
V

PRVW�IDYRUHG QDWLRQ WUDGH VWDWXV LV D JRRG H[DPSOH� ,Q P\ YLHZ� WKLV GHEDWH VHUYHV D XVHIXO IXQFWLRQ� ���
+LUVFKPDQ� RS� FLW�� S� ���

5HSURGXFHG ZLWK SHUPLVVLRQ RI WKH FRS\ULJKW RZQHU� )XUWKHU UHSURGXFWLRQ RU GLVWULEXWLRQ LV SURKLELWHG

ZLWKRXW SHUPLVVLRQ�


